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Company Profile 


T he convenience retailing industry began in 1927 when a Southland Ice Company employee 
met the needs of his customers by selling bread, milk and eggs from the steps of his ice dock. 
The name 7-Eleven originated in 1946 when the stores were open from 7 a.m, until 11 p.m. Today, 
approximately 95 percent of all 7-Eleven stores in the United States and Canada are open 24 hours a 
day. With more than 14,600 convenience stores worldwide (see inside back cover for listing of stores 
by country and by state), 7-Eleven is the premier name in the convenience retailing industry and the 
largest operator, franchisor and licensor of convenience stores in the world. 

lYG Holding Company (lYG) ow ns 64 percent of Southland’s common stoi-k. lYG is 51-percent 
owned by Ito-Yokado Co., Ltd., the fifth-largest retailer in the world, and 49-percent owned by 
Seven-Eleven Japan Co., Ltd., the longtime 7-Eleven licensee for Japan. 

Southland s common stock is traded on the NASDAQ Small-Cap Market under the ticker 
symbol SLCMC. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 






(Doltarx in Millions, fCxcefjt fW-Share Amounts) 


1991 


1990 


— Financial Highlights — 

T H E S (t (< 7 H L A i\ I) C O R P (f R A r Kf A A j\ D S B S ID I A R ! E S 

1994 1993 1992 


FOR THE YEAR: 


Net Sales 

S 6,684.5 

$ 6,744.3 

$ 7,425.8 

$ 8.009.5 

$ 8,347.7 

Ollier Income 

75.3 

69.9 

73.6 

73.8 

60.1 

Total [{evenLies 

6,759.8 

6.814.2 

7,499.4 

8,083.3 

8.407.8 

Net Karnings (Loss)^*^!-^ 

92.0 

71.2 

(131.4) 

82.5 

(276.6) 

Nel Earnings (Loss) Per Common Share 

0.22 

0.17 

(0.32) 

0.24 

(13.9.3) 

Capital Expenditures 

171.6 

195.1 

88.6 

69.9 

39.6 

Interest Expense 

108.6 

94.6 

123.6 

189.3 

459.5 

AT YEAR-END: 






(Common Shares Outstanding (in thousands) 

409,923 

409,923 

410.022 

410,022 

20,481 

Number of Stores Opierated or Franchised 






by SoLitlilaiid in U.S. and (Canada 

5,6.30 

5,7% 

6,167 

6.491 

6,705 

Number of Stores Operated by Licensees or 






.Affiliates in U.S. and Overseas 

9,067 

8,3r>() 

7,593 

6,995 

6,436 

Shareholders of Record 

3,060 

3,1.30 

3,373 

3,314 

22 

Number ol Enifiloyees (Full-time and Part-time) 

30,417 

32,406 

35,646} 

42,616 

4.5,66.5 

Sliarehoblers" E(|uity (Deficit) 

$(1,157.2) 

$(1,248.4) 

$(1,318.8) 

$(1,210.3) 

.$(1,998.6) 

Book Value per Common Share 

(2.82) 

(3.05) 

(3.22) 

(2.95) 

(97..58) 

Total Assets 

2,(MX).6 

l,9tX).0 

2,039.7 

2.607.7 

2,813.6 

(1) Net earnings (loss) for the years presented 






include the following: 

1994 

1993 

1992 

1991 

1990 

I.OSS on non-store assets sold 

-- 

$ (10.8) 

S (45.0) 

— 

$ (41.0) 

(iain on rlelit restnietiiring 

— 

— 

— 

1 156.8 

— 

Gain on debt redemption 

— 

99.0 

— 

— 

— 

Tax benefit from utilization of book nel operating 






loss eari'xToi'W’ards 

— 

— 

— 

— 

52.0 

Tax lienefil from recognition of net defened 






tax assets 

$ .30.0 

— 

— 

— 

— 

Cumulative effect of accounting change for 






post ret ire merit benefits 

— 

— 

— 

— 

(27.2) 

Cumulative effect of accounting change for 






pos le m filoy rneiil 1 lenefi ts 

-— 

(I6..5) 

— 

— 

— 

Severance and related costs 

(7.4) 

(7.2) 

(17.5) 

— 

— 

Loss on closings and dispositions of properlies 

(3.7) 

(48.2) 

(44.3) 

(14.4) 

(14.4) 


|2| rhe (-omjianv is miiiired to prepare its financial statements since compieiiiig the Kestructiiring in acttordance with Statement of Financial Ac<'oiinting 
Slamlanis No. IS (SPAS No. !5). Un<ler SPAS No. IS, the liability for the Company’s restructured jiublic debt as rec onied on the balance sheet inclinles 
all future undis<Miunted cash payments, iMJth principal and interest. For that reason, no interest expense will be recognized over the life of these securities, 
although the interest payments are tax dedu< tilde. The liability is reduced by the amount of the interest payments at the time they are disbursed. Those 
cash interest payments, which are paid semiannually, totaled $97 million during IWl. $65 million in 19<^2, $56 million in 1W3 and $35 million in 1991-. 
Cash interest payments will total $35 million annually for 1995 and after which payments will decline because of bond maturations. 

(3) d'he common slock began trading publicly on March 5, when the Company emerged from a voluntary' bankmptcy reorganization. 

(t) Ini ludes complete<l closings and disf>ositions, as well as those expected in the near future. 
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To 0 l) R S II A R K H 0 L 1) E R S AND B O N D H 0 I, D E R S 


N early four years ago, we retledicated 7-Eleven to serving 
eonvenienee-oriented customers better than anyone else. 

,\l the lime, customers’ opinions of convenience stores were 
not positive, and 7-Eleven was no exception. So in 1991 we 
lauiK*lu‘d an ambitious plan to change their minds. With the extra¬ 
ordinary support and commitinenl of our majority owner, we began 
reinventing 7-Eleven lo deliver what our customers said they 
wanted: speedy transactions, a reliable selection of quality prod¬ 
ucts and services at fair prices, and a clean, safe ami friendly 
environment in which to shop. 

We l)elieved that a concentrated, store-by-slore fotms on 
exceeding customers’ expectations would produce prorital>le 
growth for 7-Eleven, and our results show we're on the right track. 
In 199 / riistiniiers re^wnrdeil 7-Eleven with its first full 
ye€ir of positive same-store merchandise sales ^invth since 
198H, In addition^ last years fourth quarter was our 
eighth consecutive quarter of higher merchandise gross 
profits per store. 

We’re delightefi with this trend, because it shows the success 
of new, customer-f{M‘used strategies working together to communi¬ 
cate to customers how 7-Eleven lt)day is a different kind of store. 

It also rewards the effort, creativity and countless hours that 
7-Eleven employees, franchisees and licensees are investing tt> 
deliver the [)romise of the *new 7-Eleven’ Ur our customers. 

Ix*l's review the highlights of exactly w hat is changing and 
what it means lo 7-Eleven shoppers. The most visible change is 
our ongoing remcHleling ]>rogranu under which we u[>graded 1,201 
more 7-Eleven stores in 1994. W'e also revampe<l the entire 
process la.'^t year to make it more efficient, focusing on changes 
that are nmst important to our customers and virtually eliminat¬ 
ing the nec*<l to close the stores while remodeling is under way. 
As a result, approximately half our stores nationw i^le now greet 
customers w ith the brighter, better-organized look of the *new' 
7-Eleven.’ Average remodel costs have l>een reductnl by nearly 
50 pert'fail, [losl-remodel sales are rebounding much faster, and 
we’re on scheilule to Iniish remodeling our existing store base in 
1996. Streiigtfiening 7-EleveiTs presence is among our most 
important long-term goals. Therefore, planning is already under 
way for new-sl<ire ofienings as the existing-slore remodeling 
process nears completion, and by IW7, we expect new store 
o|)eiiings to outpace store closures. 

Signiln ant lighting u[)grades we’re making both inside and 
outside the stores are among the elumges customers seem to like 
best, by the end of 19^)4, we had als(» installed 2,2.56 new security 
systems in 7-Eleven stores: 24-hour closed-circuit video cam¬ 
eras, with iTionitoring capabilities ami alarm-ac tivating devices. 
7-Eleven has long been a leader in addressing crime-prevention 
issues ill our stores, and we’re plea.'^ed at the |>ositive feedl>at‘k 
we’re getting from customers, store |M*rsonnel, law enlorcement 
officials ami the media on these latest enhancements. 

Remodeling is also inqiroving the convenience and (*us- 
tonier a|)p«’al of retail gasoline, which is available at one-third 
of 7-Eleven stores and conlrilaited substantially to our IW4 


results, (iross profit from this im[M>rtant product was up, iM^nefil- 
ing from customer-friendly leatures like well-lit canopies, high- 
quality ClTCO-brand fuel, upgraded equipment and a variety ol 
easy payment options including most major (Tcdil canis and auto¬ 
mated, pay-at-the-pump ca|)al)ility. In addition, our aggressive 
remodeling program has put us well ahead ol fedtTal rf‘quin^rm‘nl.s 
in upgrading underground storage facilities to meet stricter 1998 
standards. 

Inside 7-Eleven stores, customer are finding a more ndialile 
selei’tion of ([uality pnxiucts and serv ices they want, hu*gely 
lax-ause we’ve [iriorilized ordering the most important task in 
our stores. In the jmst, we stocked what we and our supfiliers 
wanted to sell. Today, 7-Eleven stores are stocking more of what 
customers want lo buy. weighing eacfi item’s sales potential in 
detennining whetlier to assign it more shelf space or delete it from 
inventory. Ordering accurately is critical, and it’s only part of lht‘ 
new, custorner-fodjsed princ*iples that now drive eveiy asfiei't o( 
7-Eleven’s business. In 6)*44 we trained over ,‘T^14K) employees 
and fraiu hisees around the country on how lo a|)ply those princi¬ 
ples — and that everyone has a role in managing our business 
item by item, using a [irocess that helps us remove slow-moving 
products, expand shelf spai‘e for last-moving merchandise and 
add new, high-potential items .so we're in sto(‘k with the right 
amount of what customers want to buy. 

Within two yeai*s, 7-Eleveii store operatom will lie able lo order 
even more accurately using a proprietary retail automation system 
we’re developing through a strategic alliance with Electronic 
Data Systems, AT&T (7lobal Information Solutions, (^anmax 
Retail Systems and other well-known names in the inlormation- 
systems business. This system will also firovide our suppliers and 
distributors with infonnation lo make better decisions and drive 
down costs, wliich will tran.slate into lietter sen ice ami lietter 
value for 7-Eleven customers. The first jihase of this projaielary 
system automates accounting and otIler store-level tasks, [iroviding 
savings today that will help fund future [ihases of the system’s 
development. It was in.stalled in nearly half our stores during 
1994, with the remainder scheiluled for IW5. Meanwhile, 
development is already under way on llie second |)lmse, w'hi(4i 
will automate rriucli of the stores’ ordering function. 

A big change wek‘onied by customers at <»V4T 7(K) stores in 
19<)4 fivsh fiMMi, dairy products. f>roduct‘ and other items 
delivered daily — thanks to facilities built and operated exclu¬ 
sively for 7-Eleven by ihinl-party ex[)ert.s in (|uality fmid prepara- 
tioTi ami <listributioii. Because of innovative strategic alliances like 
these, stores can now olfer customers fresh san<lwiches, salads and 
desserts made oidy hours belon' at a 7-Elev4‘n "Deli Central'’ 
fn^sh-IrMHl cornmisscuy; fresh-baked pastries fnan a *'Wnrld Ovt^ris” 
Imkery; dairy produtTs and |)ackaged liakerv' items just off the j)ro- 
duction lines, and a variety of fresh pixMluee — all delivered daily 
through a "combined ilislribution center.’ 

People today are working longf‘r hours, 'riiev'n* buying more 
food "on the go' Ibr lake-home eating, or lo eat at work or in the 
car. They have less time lo [)lan meals. Th<‘ir tastes and pnxlucl 
})references refleii many iliverse cultures ami neighborhocxls. Ami 
wfnm they shoj) for n"a<ly-lo-eal liMHl, they want In^shiiess. selec¬ 
tion, (|uick serv'i(‘e and good value. Most o( all, tluw want {fuality. 
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So as nistoioers’ livos arnl nonls are elianj^ing, 7-Eleven is foo, 
and in I99S vve exf>eet to introduce daily deliveries of fresh loud 
to many more 7-Elt*ven markets. 

Comhint'd tlistribiition renters enable stores to get daily 
deliveries of fresh liM)d vvhih* redueing eosts for both 7-Eleven and 
tfie suppliers who use them. A good example is the first center in 
Dallas, dV'xas, wlindi, alter less than a vear in o[)eration, has 
refliiced 7-Eleven product costs substantially. More im[)oi1andy. 
stores' in-sl<M*k conditions are belter, beeause store o|>erators are 
ordering — mid retariving — prei isely what their customers want. 
This is the periecl three-way win for everyone: daily delivery 
means customer's are getting the freshest possible pi’oducts. and 
sales are gr'ow ing — a positive lor Ixith suppliers and 7-Elevt‘n. 

In addition, together with Vkd^ne Company, Inc., we* e-ontinueel 
[irogress l>egun in I9*k’^ to drive costs out of llu* distribution 
system for warehonse-grdeery items, which McLane makes 
available to 7-Eleven stores nationwide. 

Working with slra(t*gic pai'lners allows us ter develerp loe-ali/dd 
(Vesh-lood menus that apfieal to our ciislomei*s, instead of Ireing 
r'estri<*led lo a single fasl-feMHl fenrnal. By cutting aeierss tiadiliemal 
lines between letaileis ami supplier's, combining our teams and 
using the best of each other's experlise, together we're ereating 
ne‘w ways to offer 7-Eleve*n cusltanei-s an appealing selection of 
the* (i'('sh('st i'(*ady-lo-(‘at loods, ami at an excellent value. 

\ good example is the ‘‘World Ovens” selection of outstanding 
fresh-lrakeiy jrroilucts developed exclusively for 7-Eleven cus¬ 
tomers in I Wl. Our 24-hortr business attracts cust<rmcrs with 
24-hnur a|)petiles. Wor king within 7-Eleven's business system as 
a strategic pariner, Pillsbury assisted us in <Jeveloping bakery 
pr'oduct^' s<r high in quality we can sell them all day hmg. not just 
in the morning. The enthusiastic customer response we've seen so 
far makes “World Ovrars” otte <rl the most immediate sales and 
[H'ofit op[Mrt1unities in oiii- Iresh-lood mix. 

Another important change at 7-Eleven is everyrlay fair pricing 
— some-tiling customers have a^ked for and that we* belie*\e will 
conlinue to be a pr iority. We starte-d this jirocess in 1992 by elimi- 
rialiiig both the higfi and low extremes of past pricing — rfiigrating 
awav from s[M>radic deep elise ounling, l)ul also lowering pr ices on 
otlier items to provide <*onsistent, eom[R*litive pricers throughoul 
the* store. To rio this profrlably, we'ie working with 7-Eleven sup¬ 
pliers on Cl eat I ve w ays to resliice [iroducl costs. 

We al.M) continued revising mir business processes and rt'due- 
ing oveahe-ael e^xpeiise^s in 1994, to further iinjirove 7-Eleven*s 
cusloiner focus and achieve the cost efiieieney we nee<i lo (‘om- 
pete eifet'lively lor customer dollars. As a result, selling, general 
and administrative expenses were down sigiiiilearilly. lM)th in total 
ami as a jicn ent of sales in 1W4. In addition, eoinmunieation has 
impr'oved rlramalically throughout the comtiany. |>ailly by expand¬ 
ing oui- use of V ideoteleconleiencing companywide. Walh ecfuip- 
inent in IB hM-atioiis, the largest corporate videoconferencing 
network in the (‘oiintiy. we mrw eominunicate simultaneously ami 
regularlv with peof>le luuriing 7-Eleven operations Irom coast to 
coast. Tfii.^ system [rrnvides the c(mimunieatiori sfveed and agility 
we need to exchange information and ar c’elerale ilei isi<ms that 


affeel 7-Eleven stores and their customer's, a critical edge in 
today's fast-changing business enviroiimcut. 

Another way we lowered c'osts in 1994 was fry refinancing in 
Dec'ernber the remaining (lelrl under our 1987 bank credit agree¬ 
ment at atti'aelive rales that will save S6-7 million annually in 
inlei'f*sl costs. Our new agreement gives us more financial llexibil- 
ity and the capitid we need to contimie reinvesting in customei- 
foeused changes at 7-Eleveii. Wr arc espec'ially grateful for the 
continuing strong su[>|)ort of our majority owner and the vote of 
confidence by our new bank group that enabled us to lake this 
important step. 

At 7-Eleven we also I relieve “tloiiig business” means m<rre 
than selling nierc'handise 24 hours a day. It means iM^ing involved 
ami doing our par t as a gtrod neighbor to help belter the commu¬ 
nity in whatever way we can, such as active involvement in 
national and lot al organizations for minorities and women. It also 
means making tough choic-es, because ueeck are great in ev ery 
eoiiimiinily. S<i, we've begun targeting the majority of our giving to 
progi'ams, projects and institutions that promote educalirm (partic¬ 
ularly literacy) aiul mulli-cullural under'slarrding (frariiculaiiy 
those that serve ethnic and inner'-cily constituents). In 1991, 
7-Eleven eoriliiluite*d over $3.5 million to such efforts around the 
country. As part of this focus, and in line with our goal lo offer 
customers the (reshest prodiiels possible, “I)<‘li (lentral” sand¬ 
wiches not sold the rlav they are delivered lo 7-Eleven stores are 
now b(*ing doiraterl to ag(*rieie.>; I fiat serve the luingiy. 

We promised significaiil progi'ess for 7-Eleven in 1994, and 
through the efforts of 7-F>h*V4‘ri pt-ofile aci'oss the eounliy, as well 
as the support ami [larlieijration of our majority owner, strategic 
partners and other stakeholders, we delivered- Much remains lo 
l>e drrne to implement all the changes we envision, and vve ex[K‘el 
the customer benefits, as well as the im[>a<*l on our operating 
results, lo act elerale as progress continues. 

Meanwhile, the fulure for eonvenienee retailing is bright 
worhlwide. In the IJ.S., 7-Eleven is located in some of llu* best 
gi'ovvth areas, and vve intend lo strengthen our strong market 
pr'esenee lo help optimize the value of our rlislribution systems, 
advertising, fresh-lood [ir'ogiams and other eustomer-loeused 
initiatives. Similar possibilities exist over the longer term lo 
extend mei'chandising aiul sufiplier alliances globally tlu’oiigh our 
majority owner and international 7-Eleven licensees. Through 
everything we do, our singular locus is lo shafie a ‘new 7-Eleven' 
that exceeds the exfreclalions of customers toflay, and more im|M)r- 
lanlly. leads the kinds ol changes customers will c-xpecl Ioiihiitovv. 

Sincerely, 

(dark J. Matthews, II 

President and (diief Executive Officer 

March 22. 1995 
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0 P E R A T I O N S Re V I E W 


A t the close of 1994, 14,608 7-Eleven stores were operating around the world. 01 these, 

. Southland had 5,541 7-Eleven stores in the U.S. and Canada, as well as 89 other conve¬ 
nience stores. Franchisees operate approximately half of those stores and their sales are included 
in the company s 1994 total revenues of $6.8 billion. Area licensees operate 694 U.S. stores, as 
well as 8,373 stores in 18 other countries and two U.S. tenitories; royalties from these stores are 


iiicluded in Southlands other income. 

Earnings before taxes from 7-Eleven operations improved $76.1 million in 19^)4. Those results 
show steady progress in 7-Elevervs commitment to serv^e convenience-oriented customers better 
than anyone else, helping them find what they want quic kly, at a competitive price, and assur¬ 
ing tliem of a speedy transaction in a clean, safe and friendly shopping environment. 


Remodeled Stores Highlight Fresh Food. 

Kemodeling to achieve the ‘new^ 7-Eleven’ look in stores nationwide continued at an aggres¬ 
sive pace in 1994, with a total of 2,71K) stores completed by year-end and ihe entire store base 
scheduled to be finished by the end of 199f). Inside the remodeled stores, customers immediately 
notice l)righter lighting, wider aisles, low^er shelves, new colors, and store layouts and signs that 
make it easier to find wliat they’re looking for. In 1995, more and more* remodeled stores w'ill also 
feature an ex|>anded selection of on-the-go fcHxl and beverages at 7-Eleveri as the company s 
fresh-food rollout accelerates. 

Progress toward making 7-Eleven the fresh-fcKxl store for convenience-oriented customers 
began in earnest in 1994. In strategic alliance with Southland, (‘ompanies that specialize in 
fresh-food j)reparalion and dislril)ution began building and operating *4)eli Central” fresh-food 
commissaries, ""World Ovens” bakeries and combined distril)ution centcTs — exc lusively for 
7-Eleven stores. 

As a result, by year-end 1994, 7fKI 7-Eleven stores in Texas and the Northeast were offering 
customers a broad new selection of fresh foexi including items like fresh-made pita sandwiches 
loaded with turkey, crisp chef salads, single-serving veggie trays, sinful-looking desserts and 
fresh-baked [)astries made only hours ago in nearby ""Deli Central” fresh-fcKxl commissemes and 
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■''World Ovens'' bakeries. Under the fresh-f(K)d program, those items, along with fresh produce, 
fresh dairy products, milk '"so fresli it moos,'' just-baked bread and other packaged bakery 
items, are being delivered daily to each store liefore dawn by a combined distribution center. 

"Deli Centrol" Fresh-Food Commissaries Offer Variety* 

7-Eleven's fresh-food commissaries are designed to pnxluce a wide range of freshly preparetl 
food, which wdll be im|;K>rtanl for future grow th. In 1994, stores could choose from up to 37 differ- 
eiit varieties of fresh-made sandw iches, salads and desserts, all labeled with the exact time they 
were made, and most with sheli'lives of only one day. Forei-asting what their particular customers 
will want and accurately ordering die right quantities of food that fresh is a new challenge for 
7-Eleven store operators anti their staffs. Ordering skills will become even more important in 
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1 W5 as fresh-food eonimissaries are rolled out to more 7-hdeven markets and existing commis¬ 
saries introduce more new items to satisfy customer demand, including adriilional sandwiches, 
salads ami ilesserls, and items like pizza, ethnic* foods and regional favontes. 

"World Ovons" Fresh-Baked Pastries Debut. 

Another product line introduced last year tliat custoinei's will find in more 7-Eleven stores in 
is ‘"World Ovens'' frt\sh pastr) — featuring new, higher-quality l>aked goods that stay fresh 
all day long, not just a few hours in the morning. To develop its “World Ovens" concept, 7-Eleven 
selected Pillshury to l)e its strategic partner in creating a selection of better-tasting, fresher 
pastries especially for 7-Eleven (‘ustomers. Enticing customers to try a delicious, fresli-baked 
pastry along with a cup of 7-Eleven s famous fresli-ground coffee is a great way to introduce them 
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U) the new selection of fresh foods at 7-Eleven. And store operators trained to order what their 
customers want are seeing:: significant sales iiKTeases so quickly that "'World Ovens"’ appears to 
offer some of the most immediate sales and [profit [)otential in 7-Eleven s entire fresh-food mix. 


Combined Distribution Centers (CDCs) Deliver Doily* 

Cl)(7s operate !>) "comhining* |>roducts ordered hv 7-Eleven store staff from fresli-food 
commissaries, bakeries aiul multiple other vendors, for daily delivery' to each store before 
sunrise, when customers are least incranenieneeil. Two aspects of CDC operation are important 
to 7-Eleverrs success. First, CDCs reduce product cost by saving vendors the cost of a iloor- 
to-door ordering and deliveiy operation, one of tlie most ex|>ensive asj)ects of servicing conve¬ 
nience stores, fhe delivered r*osl of products to each 7-Eleven store is significantly less through 
llie CDC than otlier direct-store-door methods, based on 1994 results at the Dallas, Texas CDC, 
with less than a year of operation. 

Ilie second major advantage of CDC operation is that 7-Eleven store operators — not vendors" 
route drivers — are ordering, anil more importantly receiving — |)recisely what their (*ustomers 
want. A lull shelf does not mean a store is 'in stoc'k’ if it s not (‘anv ing what customers want. In 
Dallas, for example, dairy sales are up substantially since store managers began sto(‘king their 
own vaults, and out-of-stocks on bread have been cut in half, particularly on fast-selling items. 
So customers are finding a fresher selection of pnMlucts they want at a fair pri(*e, sales are up, 
an<l product costs are substantially lower — a great example of how breaking through traditional 
sup[)li<a‘-r(‘lailer boundaries to benelit the customer can be a w in for eveiTone, 

Within the next two years, its expected that most 7-Eleven stores in the U.S. will offer 
s<Mne level of rearly-to-eat food service to their customers using fresh-food commissaries, 
bakeries antl/or combined ilistribution centers. In the meanlinie, to alert more customers to 
what s cdianging, store events planned for 1995 wall tie 7-Eleven's beverage and fresh-food 
categories togetlier, encouraging customers to tn something new, along w ith something familiar, 
at their neighlMrrhood 7-Eleven store. 
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'Haute to Go' - Only at 7-Eleven! 

Another great new product line created by 7-Kleven and one of its suppliers in 1994 is 
gounnet hot chocolate and cappuccino — created especially for on-the-go 7-Eleven caistorners 
in single-seiTe sizes. In addition to po|)ular Cafe Selec‘t flavored coffees^ cusloniers cun now 
select the rich, creamy new^ drinks in five flavors: Chocolate Supreme, Sugar-free Cliocolate 
Supreme, Cinnamon Secret, Irish Creme Extreme or Chocolate Mint Fantasy, 

'Classic Selection' Offers More Beverage Choices. 

7-Eleveii already has a reputation for having just alx>ul any beverage a |>erson ( ouhl w aul, cold 
or hot. In 1994 the choices expanded further as 7-Eleven introduced a new line of natural spring 
waters and soft drinks nationwide under its '"Classic Selection” coi’]x>rate brand, d'hese items, (>ro- 
duc ed by Cott Coq)., are yet another example of team efforts w ith suf>[)liers to develop new^ pnxlucts 
exclusively for 7-Eleven cuslomei-s, 7-Eleven is working w ith other supjiliers to introduce additional 
coqxjrate-branded proriucls in stores annmd the country' during 19^)5. Like Classic Selection bever¬ 
ages, these products will meet or exceed the quality of com[>arable major-brand men handise, 
provide better values to customers, and offer improved margin opportunity for 7-Eleven. 


More Gasoline Customers Fill Up at 7-Eleven. 

Retail gasoline results continued to improve at 7-Eleven lor the seventh consecutive year. Our 
remodeling program provides new' or upgraded canopies, with brighter lighting, new dispensers, 
competitive prices and a variety of payment options wliich means more customers are buying 
quality, CIT(X}-branded gasoline. One option that s espet ially popular with customers is [xiy-at- 
the-pump credit-card readers, now^ available at nearly 700 7-Eleven stores, more than any 
other convenience retailer. These devices speed transactions outside at the pump, as w'ell as 
inside at the register since merchandise customers no longer have to wait behind gasoline-only, 
credit-card customers. Gasoline customers at 7-Eleven pay the same pri(*e, casli or credit, and 
with pay-at-the-pump convenience, credit-card use is on the rise. Since they’re not limited to 
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cash on hand, credit-card customers tend to fill up their tanks with each visit and purchase 
more mid- and premium-grade fuels. As a result, retail gasoline continues to be an important part 
of the convenience mix, and the ongoing strength of gasoline sales and margins shows customers 
are getting the speedy transaction, product selection, quality, value and attractive environment 
they want at 7-Eleven. 

Services Offer More Convenience. 

Customer services offer 7-Eleven stores yet another way to attract more customers with conve¬ 
nience and quality at competitive prices. Eor example, customer enthusiasm for the grow ing num¬ 
ber of state lotteries has matle 7-Eleven the top retailer of/o//en tickets in the country. Money 
orders are now^ sold at 4,8fK) 7-Eleven stores: only the U.S, Post Office sells more! Aidomutic teller 
nmchines (A fMs) in 7-Eleven stores handled 85 million transactions in 1994. They41 l>e in 4,5(K) 
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stores when installation is eompleted this year, making 7-Fdeven s the largest ATM network o( any 
retailer. And in November 1994, more than 5.300 stores began selling the 7-FAeven Phone (hjrd 
in 15-, 30- and 60-minute iruTernents, A phone card is a |>rej)aid del)it caul that makes long-dis¬ 
tance calling simpler and (‘heaper for its users. 7-Eleven was the first major retailer to issue its 
own proprietar) phone can.1 and in 1995 plans to introduce at least one ^'collector'* card, as well 
as a 90-miniile phone-card. With its nationw ide network of stores and tlie ex|>losive growth 
t^xpected in the phone-card market, 7-Eleven is poised to be a dominant [:>layer for this h(»t new 
convenience service. 


Movin' the Merchandise... 

Phone cards are a good example of how a constantly changing selection of new |)ro<lu(^ts can 
attract arul satisfy customei*s, l>oth existing and new. In fact, new' items are such an important 
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component of wliats changing at 7-Eleven that over 1,460 were made availalde to l\m stores in 
1994. Eye-catching endcap displays of nonf(K)d, seasonal and licensed products feature new^ 
items for holidays and occasions like Mothers and Fathers Day, Graduation and Summer. In 
addition, 7-Eleven’s National F(M)tl)all league sponsorship has provided multiple opportunities 
to generate additional sales and national visibility for 7-Eleven. 


Customer-Foiifsed Training - Companywide. 

Among the most important things customers expect of 7-Eleven is to find what they're 
looking for. If they don’t, no amount of remodeling or fair prices will overcome the fact that 
the store lost a potential sale, if not a customer. Over 3,400 7-Eleven franchisees, corporate 
and field managers were trained last year on how to deliver wdiat customers expect by 
at)|)lying the customer-focused principles that are now’ driving every aspect of 7-Eleven's 
business. That training, which w ill continue throughout 1995, tries to ensure that every 
member of 7-Eleven’s team, w'hether in-store or in a field- or corporate-office support func¬ 
tion, improves ordering processes so that no 7-Eleven store ever runs out of its fast-selling, 
high-potential items. 

Proper ordering and other customer-focused merchandising principles w^ere reinforced and 
su[)[)lemented at the third ‘"University of 7-Eleven (U.S.E.),” held in Febnrary 1995. At the 
U.S.E., seminars, case studies, a model store and learning center, as well as new-product expla¬ 
nations and sampling were utilized as learning tools. Attendees include 7-Eleven’s entire field, 
coi^^orate and area licensee management team. U.S.E. gives them time with ""experts” in any 
category of 7-Fdeven’s business, as well as their counterj-jarts fi*om other areas of the country — 
to ask questions, get answer's and exchange infonnation. It provides hands-on learning not easily 
duj)licated in any other formi, and that can be taken back home and used the very next day. 

As new advertising scheduled for 1995 declares: the biggest change at 7-Eleven is that things 
are changing every^ day, sliaping a new^ store and a new^ way of thinking to ensure that the prod¬ 
ucts customer's want will alway s be there, fresh and ready. 
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-- ^ E L E C r F U r 1 N A IN C 1 A L IJ A 1 A 

The S 0 v thi.\ \ i) C a kpo rati o v i ,v n S i r s idi \ ki e s 

Ytars Endtd D*€«fnb«r 31 



(Dollars in Millions, Except Der-Skare Data) 

1994 

1993 

1992 

1991 

1990 

Net sales S 

6,684.5 $ 

6,744.3 

S 7,1-25.8 $ 

8,009.5 $ 

8.347.7 

Other income 

75.3 

69.9 

73.6 

73.8 

60.1 

Total revenues 

6.759.8 

6,814.2 

7.499,4 

8,083.3 

8,407.8 

I4K0 charge (credit) 

3.0 

(8.7) 

1.5 

(7.2) 

27.9 

Depreciation and amortization 

162.7 

154.4 

180.3 

200.1 

227.6 

Interest expense 

108.6(a) 

94.6(a) 

123.6(a) 

189.3(a) 

459.5 

Framings (loss) before income taxes, 
extraordinary items and cumulative 

effect of accounting changes 

73.5 

(2.6) 

(119.9)((l) 

(6(1.3) 

(430.0)(0 

Income taxes (benefit) 

(18.5)0.) 

8.7 

11.5 

8.0 

(128.5) 

Earnings (loss) before extraordinary items 

and cumulative effect of accounting changes 

92.0 

(11.3) 

(431.4) 

(74.3) 

(.301..5) 

Net eamings (loss) 

92.0 

71.2(ci 

(131.4) 

82.5(e) 

(276.6Kg) 

Framings (loss) per conimori share 
(primaiT and fully diluted): 

llefore extraordinary items and 
cumulative effect of 

accounting changes 

0.22 

(0.03) 

(0.32) 

(0.22) 

(15.14) 

Net earnings (loss) applicable to 

common shares 

0.22 

0.17 

(0.32) 

0.24 

(13.93) 

Total assets 

2,0(XJ.6 

1,990.0 

2.039.7 

2,607.7 

2.813.6 

Long-term debt. 

ineluding current portion 

2.351.2(a) 

2.419.9ia) 

2,56D.4(a) 

3,037.1 (a) 

3,705.2 

liedeemabie preferred stock 

— 

— 

— 

— 

148.5 


(a) The Notes and Debentures are accounted for in accordance with SFAS No. 15 as explained in Note 9 to the Consolidaled 
F inancial Statements. 

(b) Income taxes (benefit) includes a $30,(K)0.(K)() tax benefit from recognition of a portion of tfie Company’s net tlefened tax assets 
as explained in Note 15 to the Consolidated Financial Statements. 

(c) Net earnings include an exlraordinaiy gain of S98,968,(MK) on debt redemption and a charge for the cumulative cTfect of an 
accounting change for postemploymenl benefits of $16,537,000 as explained in Notes 9 and 13 to the Consolidated 
Financial Statements, respec'tively. 

(d) Loss before income taxes, extraordinarx' items and cumulative effec't of accounting changes inchules a $45,(X)0,iMM) loss on tlie sale 
and closing of the dislribulion and fm)d centers as explained in Note 6 to llie Consolidated Financial Statements. 

(e) Net earnings include an extraordinar}^ gain on debt restructuring of S156,824,(M)0. 

(f) Loss before income taxes, extraordinar>’ items and cumulative effect of accounting changes reflects a loss of $4L(H>0,0CK1 on 
Cityplace assets sold. 

(g) Net loss includes an extraordinarv' tax benefit from utilization of net operating loss carryforwards of $52,(140,000 ami a charge 
for the cumulative effect of an accounting change for poslretirement benefits of $27,163,000. 
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Management’s Discussion and Analysis of Financial Condition 

AND Results of Operations 


RESULTS OF OPERATIONS 

Summary of Results of Operations 

The Company’s net earnings for 1994 were S92.0 million, 
compared to net earnings of S7L2 million in 1993 and a 
net loss of $131.4 million in 1992. The Company showed 
marked irnprovemenl in its earnings before income taxes, 
extraordinai*)' gain and cumulative effect of accounting 
change as reflected below” 


f Dollars in Millions, 
Except Per-Share Daia > 


Y#ars Ended Deteitiber 31 
1994 1993 1992 


Earnings (loss) t)t4ore 
irifonif taxes, 
exlraoixtinarv’ gain 
and cumulative effect 


of accounting change 

$ 73.5 

1 (2.6) 

8 (119.9) 

Inoorne lax (expense) benefit 
Exlraorrlinan gain from 

18.5 

(8.7) 

(11.5) 

redemption of the 

Company s 12% Senior 
(Notes (refinanced in 

August l09:-5) 


99.0 


Cumulative effcL't of 




accounting change for 
fxistenijFloyment Ijenelits 


(16..5) 


Net earnings (loss) 

* 92.0 

8 71.2 

8 (131.4) 

Framings (loss) per common 




share (primary and 
fully diluted) 

8 .22 

$ .17 

S (.32) 

Each years’ results included 

a number of special 

or unusual 

items which included among other things: 


iDollars in Millions) 

1994 

1993 

1992 

Loss for store closings 




and dis}X)sitions 
of properties 

8 (3.7) 

8 (48.2) 

$ (44.3) 

Severance and relatetl costs 

(7.4) 

(7.2) 

(17.5) 

Deferred income tax henefil 
Disposition of Citijet, 

30.0 



a fixed-base operation 
at Dallas I^ive Field Airport 


(10.8) 


Ixiss on the sale and closing of 




the Comfmny's distribution 
and ffKxl pnx-essing centers 



(45.0) 


In addition to the special and unusual items noted above, 
the Company’s improvement in 1994 earnings was primarily 
due to savings in selling, general and administrative 
expenses, offset by lowTr merchandise gross profit due to 
fewer stores. Although merchandise gross profit declined in 
total, merchandise sales and gross profits per store were 
favorable in 1994 compared to 1993 and 1992 and have 
lx*en improving each quarter during 1994 over 1993. 

(Except where noted, all per-store numhers helotv refer to an average 

of all stores rather than only stores open more than one rear) 

Soles 

The Company recorded net sales of $6.68 billion for the 
year ended December 31, 1994, compared to sales of $6.74 
billion in 1993 and $7.43 billion in 1992. The 1994 sides 
decline is primarily the result of fewer convenience stores due 
to closures (see Management Strategies). Sales also declined 
in 1993 and 1992, primarily due to fewer stores, lower 
same-store (stores open more than one year) merchandise 
sales and the September 1992 disposition of the Company’s 
distribution and food center assets (see Liquidity and 
Capital Resources-Olher). Merchandise sales for 1994 
and 1993 were also affected by the deflationar>^ effect of 
cigarette price reductions (on certain premium brands) 
associated with manufacturers’ cost reductions starting in 
August 1993. Merchandise sales increases or (decreases) 
as compared to the prior year and inflation information is 
detailed below^: 


Same*store sales 
Sanie-store real growth; 

excluding inflatioii/((leflalion) 
7-Eleven inflationy(cleflation| 


Years Ended Deiember 31 

1994 

1993 

1992 

2.0 % 

(2.7)% 

(3.9)% 

2.8% 

(4.7)% 

(5.6)% 

(.7)% 

2.2% 

1.9% 


Dntil 1994, same-store merchandise sales real growth 
(adjusted to exclude inflation) had declined since early 
1989 primarily due to competitive pressures. This negative 
trend began to reverse in 1993, and in 1994 the Company 
achieved its first fuU year of same-store real growth in mer¬ 
chandise sales since 1988. The 1994 results also reflect the 
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first four consecutive quarters of positive same-store 
merchandise sales growth (including the effects of deflation 
or inflation) since the third quarter of 1990. The Company 
believes the improvement is a result of its new merchandis¬ 
ing processes, everyday-fair-pricing and store-remodeling 
strategies (see Management Strategies). 

Gasoline sales dollai-s per store increased 8.7%, 9.1%' 
and 6.5% in 1994, 1993 and 1992, respectively. This 
increase is primarily due to per store gallonage improvement 
of 7.8% in 1994, 11.1% in 1993 and 6.3% in 1992. This 
continuing improvement rellecls favorable market condi¬ 
tions, as well as the impact of several successful business 
strategies: ongoing remodeling to enhance the appeal and 
convenience of the Company's gas facilities; promoting the 
high quality of CITGO-brand gasoline; the closing of low- 
volume locations; and managing gasoline prices, inventories 
and product mix on a by-store basis. 


Southland Convenience Store Soles by Category 


Customer S«rvt(»f 

[inrliKh^^ loJtm gnw* 
|inifitMi 2.4% .. 

Iak*d Goods 3.6% 
Caody 3.1 


Hooltk/Bomrty Aids 
1.7% 



f Herrentages are estimates based on parch cues) 


Management Strotegies 

Since 1992, the Company has been committed to several 
key strategies that it believes, over tlie long tenn, vn41I fur¬ 
ther differentiate it from its competitors and allow 7-Eleven 
to maintain its position as the premier convenience store 
chain in tlie industry. These strategies include: the extensive 
remodeling of its store base; a customer-driven approach to 
product selection; an everyday-fair-pricing policy on all 
items; the daily delivery' of fresh perishable items; the intro¬ 
duction of quality, ready-to-eat fresh foods; and the imple¬ 
mentation of a retail automation system. 


The Company has been devoting the majority ol its capi¬ 
tal resources over the last couple of years toward the most 
extensive remodeling of its existing store base ever under¬ 
taken. In conjunction with the remodeling program, the 
Company has been pruning its store base as it identifies 
stores, which can be closed or disposed of, that are not 
expected to achieve an acceptable level of profitability in 
the future or meet minimum image standards. As a result, 
the Company closed 184 stores in 1994, 4tn in 1993 and 
358 in 1992. However, as the Company approaches comple¬ 
tion of the remodeling program, it plans to strengthen its 
fKxsition in existing markets by expanding its store base. 

The planning process for this new store development is 
underway and new^ vSlore openings should outpace store 
closures by 1997. 

The customer-driven approach to merchandising, w^hich 
was adopted by the Company in 1992, continues to focus 
on providing the customer an expanded selection of quality 
products at a good value. This is being accomplished by 
prioritizing the importance of ordering at the store level, 
removing slow-moving items and aggressively introducing 
new products in the early stages of their life cycle. This 
process, w liich has contributed to improved sales and profits, 
w ill be an ongoing part of managing our busine^ss in order to 
satisfy the ever-changing preferences of our customers. 

The Company’s everv'day-fair-pricing strategy^ has pro¬ 
vided consistent prices on all items by reducing its reliaiK.’e 
on discounting of some products and lowering prices on 
others since its inception in 1992. Going forward, the 
Company w ill continue lo migrate toward lower retail price.s 
as the Company achieves decreased product costs through 
strategic alliances with its supf)liers and distributors. 

Daily delivery of fresh perishable items an<l high-quality 
ready-to-eat fomls is another key management strategy. 
Implementation of this strategy' includes third-{)arty devel¬ 
opment and operation of combined distribution centers, 
fresh-food commissaries and l)akery facilities in most of the 
Company’s markets around the country. The commissary' and 
bakery ready-to-eat items, like fresh sandwiches and pastries, 
along with goods from multiple vendors such as dairy' 
products, produce and other perishable goods, are ''com¬ 
bined” at a distribution center and delivered daily to each 
store. In addition to providing fresher products and improv¬ 
ing in-stock conditions from daily deliveries, the combined 
distribution is also intended to lower product costs in 
part from vendor’s savings on direct store deliveries. The 
Company expects the freshness and flexibility of the prod- 
uds from these o}ierations to irnpiuve sales and gross profits. 
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rhe implementation of a retail automation system was 
begun by the Company in 1994. The initial phase involves 
installing in-store processors, which will automate account¬ 
ing anf! other store-level tasks. After future phases are com¬ 
plete, the system will provide each store and its suppliers 
and distributors with information to make better decisions 
in anticipating customer needs. The in-store processors 
currently being installed will meet the demands of future 
pliases of the automation process. 

Gross Profits 

Consolidated gross profits wwe $1.54 billion for 1994, 
$32.9 million below 1993, which was $32.4 million below 
1992, reflecting lower merchandise gross profits because of 
fewer stores. Even though total merchandise gross profits 
have declined, merchandise gross profit per store has con¬ 
sistently improverl over prior year results for the last eight 
quarters. Also, the fourth quarter of 1994 showed growth in 
total merchandise gross profits over prior year results, for 
the first time since the first quarter of 1990. The tollowang 
chart highliglils the percent change in merchandise gross 
profit f>er store and tlie conqionents thereof: 


Y«ors Ended December 31 


Im reuseJulf'creasr) from prior year 

1994 

1993 

1992 

Average per stnn‘ |?rr)ss 




profil (lellar ehari^e 

2.1% 

2.2'7r 

(.3)% 

Marjiin f>ereerilage [waril efmrige 


1.16 

.7.5 

Same-store sales growth 

2.m 

(2.7)<7c 

(3.9)% 


Merchandise gross profit margins were greatly affected, 
beginning in 1992, by the implementation of the everv^lay- 
fair-pri(‘e strategy, which reduced discounting and promo¬ 
tional activities, increasing the margins in 1W2 and 19^)3 
(see Management Strategies). The margins also l>enefited 
from lower cigarette costs (beginning in August 1993) and 
lower costs of products under the Company s suf}ply agree¬ 
ment with Mcl^ne (see Liquidity and Capital Resources — 
Other). In 1994, with the reduction of di.scounting in place, 
the Company tested lower prices in certain parts of the 
eounlr\ as jiart of a more aggressive ever)day-fair-price 
strategy. Hiese lower prices, combined with increased 
costs for dis[)osal of slow moving merchandise was primarily 
responsilile for the decrease in 1994 merchandise margins. 

(/Hsoline gross yirofits per store were 12,8%, 29,8% 
and 28.0% higher, eonipared to the preceding year, for 
IW4, 1993 and 1992, respectively. Gross profits improved 


due to the combination of an increase in gallons sold and 
higher margins. Gross profit margin on gasoline sales was 
14.5 cents per gallon for 1994, an increase of .6 cents 
compared to 1993, which was 2.0 cents higher than 1992. 
The increase in margins is attributed to favorable market 
conditions, the positive impact of capital expenditure 
programs and the continued improvement in by-store 
management of gasoline merchandising strategies. 

Selling, General and Administrative Expenses ("SG&A") 


Y«ars Enil*d Dtccmbtr 31 


i Dollar:^ in Millions t 


1994 


1993 


1992 

Total selling, {general 







and afiministrative 







expenses 

$ 

L422.3 

S 

1.538.7 

$ 

1.61.5.8 

Rati(» of refM)rted 







SC&A to sales 


21..Wr 


22.m 


2\m€ 

( DexTease |/incTtrase 







in re|K)rle<l SG&A 







c’ornpared lo prior year 

$ 

(116.41 

$ 

(77.1) 

$ 

22.7 

Dec rease in adjusted .SG& A 







compared to prior year* 

$ 

(61.3) 

$ 

(81..5) 

1 

(24.7) 


* adjiLsled to exclude sei^eranre and related ca^its and the loss for store 
closings and disfjositions of properties, including Citijet (see Summary of 
Residts of Of>erations j. 

The majority of the decrease in S(r&A expense, as 
adjusted, resulted from cost savings realized from reductions 
in force that began late in 1992 and continued through 
1994, combined with the effect of having fewer stores (see 
Management Strategies). .4lso, in the fourth quarter, the 
Company included 1994 year-to-dale amounts of certain 
expenses, totaling approximately $20 million (aj)pn)ximalely 
$15 million through September 30th) in selling, general and 
administrative expenses rather than in cost of goods sold 
w^here they had been included in prior periods. 

In 1993 and 1992, after reviewing the functions neces¬ 
sary to enable its stores to respond faster, more creatively 
and more cost efficiently to rapidly c'hanging customer 
needs and preferences, the Company implemented certain 
reorganization plans. During the third quarter of D)94, the 
Company began a similar review that was completed in 
December. The Company anticipates that the late.st review' 
will result in approximately $18 million in annual savings 
beginning in 1995. The resultant plan w ill both realign and 
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reduce personnel and will require changes in the location 
and size of office facilities. Approximately 335 employees 
throughout the ComjMny will be terminated during 1995. 

In addition, one office facility will be sold at a loss and 
space at several leased facilities will be terminated or 
subleased. The $7.4 million cost of the plan was accrued 
in SG&A expense, and is comprised of $5.7 million for 
severance benefits and $1.7 million for changes in office 
facilities. Management intends for the review process to 
be ongoing, but currently can not predict w^hat further 
recommendations will be made nor the timing of their 
implementation. 

Interest Expense 

The Companys total interest expense in 1994 increased 
$14.0 million over 1993, primarily due to the refinancing of 
the 12% Senior Notes with working capital and bank debt in 
August 1993. Unlike the interest on the bank debt, interest 
on the 12% Senior Notes was subject to SFAS No. 15 treat¬ 
ment with interest payments recorded as a reduction of 
principal rather than interest expense (see Note 9 of‘‘Notes 
to Consolidated Financial Statements’”). 

Interest expense in 1993 and 1992 declined $29.1 
million and $65.6 million as compared to prior years, 
respectively. The decline in interest expense in 1993 and 
1992 was primarily due to declining interest rates on float¬ 
ing rate debt and lower tei*m loan balances, combined with 
greater use of commercial paper in 1993, w hich has low er 
interest rates than other debt instruments. 

On De(‘ember 21, 1994 the Company refinanced its 
bank debt under the senior bank credit agieement (“Credit 
Agreement") and obtained, among other things, a reduction 
in its borrowing spreads. As a result of this refinancing, the 
Company expects to save approximately $7 million in 
interest expense in 1995 over what it would have incurred 
under the previous terms of the facility. In Februaiy^ 1995, 
the Company extended the repayment of the debt relating 
to its headcjuarters facilities (Cityplace) at a lower interest 
rate, which will result in approximately $2.8 million of 
cash interest savings in 1995 (see Liquidity and Capital 
Resources — Financing Activities). 

The weiglited average interest rate on the Company s 
floating rate debt was 5.51% in 1994, 4.52% in 1993 
and 6.56% in 1992. Approximately 31% of the Company’s 
debt contains floating rates that will be unfavoraldy 
impacteil by rising interest rates. However, overall interest 


expense in 1995 is expected to decline when compared to 
1994, as a result of factors noted above. 

Income Toxes 

The Company recorded a tax benefit of $18,5 million 
in 1994, compared to a tax provision of $8.7 million and 
$11.5 million in 1993 and 1992, respectively. The 19^)4 tax 
benefit is primarily due to the realization of a portion of the 
Company s net deferred tax asset. Based on a one-year pro¬ 
jection of taxable income, the Company has recognized a 
portion of its net deferred tax asset thrcmgh a $30.0 million 
reduction in the valuation allowance with $13.9 million 
recorded in other current assets and the remainder in other 
assets. Taxable income for 1995 was projected by utilizing 
steady state assumptions defined as only inflationary 
increases in sales and no increa.se in gross profit margins. If 
the Company s current trend of profitability continues, then 
additional deferred tax assets of up to appmximately $175 
million could be recognized. 

LIQUIDITY AND CAPITAL RESOURCES 

The majority of the Company’s working capital is pro¬ 
vided from three sources: i) cash flows generated from its 
operating activities, ii) a $4(X) million commercial paper 
facility (guaranteed by Ito-Yokado Co., Ltd.), and iii) short¬ 
term seasonal borrowings of up to $150 million from its 
revolving credit facility. The Company believes that its oper¬ 
ating activities coupled w ith its available short-term working 
capital facilities will provide sufficient liquidity for it to 
fund its current operating and capital expenditure programs 
and sen ice debt requirements. 

Financing Activities 

In December 1994, the Company amended its Credit 
Agreement, refinancing its old term loans ($281,7 million) 
and revolving credit facility, with a new tenn loan (‘Term 
Lt)an") and new revolving credit facility. The new' revolving 
credit facility was extended through December 31, 1999 and 
contains both a revolving loan (“Revolver") and letter of 
credit subfacility; these two facilities each have a maximum 
limit of $150 million. The Term Loan ($300 million) has 
scheduled quarterly repayments of $18.75 million com¬ 
mencing March 31, 199() through December 31, 1999. 
Interest on the Revolver and Term Loan is generally based 
on a variable rate equal to the administrative agent banks 
base rate or, at the Company’s option, at a rate equal to the 
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Eurodollar rate plus .975% per year (see Results of 
Operations — Interest Ex[)ense). 

The amended Credit Agreement has eliminated certain 
financial and operating covenants required under the old 
agreement. These include, among other things, the attain¬ 
ment of certain levels of earnings before interest, taxes, 
depreciation and amortization (‘‘EBITDA”) and the ratio 
of senior indebtedness to sulx)rdinated indebtedness. 

Although certain covenants and the required levels have 
been modified under the amended Credit Agreement, they 
continue to require ongoing improvement in the Company's 
financial condition. For the period ended December 31, 
1994, the Company was in compliance with all of the cove¬ 
nants required under the Credit Agreement as amended. 
The Company complied with the principal financial and 
operating covenants, wdiich are calculated over the latest 
12-month period, as follows: 

Requirements: 

Coeenants Actuals Minimum Maximum 

Interest coverage* 2.61 to 1.0 2.35 to 1.0 

F'ixetl charge I'overaji'e .82 to 1.0 .55 to 1.0 

Senior indel>te<lness 

to KBH 4.:^5 to l.O 4.a5 to 1.0 

* includes effects of the SFAS i\'o. 15 interest payments. 

In 1994, the Company paid $400.6 million of debt prin¬ 
cipal of which $281.7 million related to the amendment of 
the Oedit Agreement. Other principal reductions during the 
course of the year were $118.9 million of which $83.7 mil¬ 
lion was for secured indebtedness ($47.3 million on the old 
term loans) and $35.2 million was SFAS No. 15 interest. 
Outstanding balances on December 31, 1994 for the com¬ 
mercial paper, the Revolver and the Temi Loan were $391.3 
million, $50.0 million and $300.0 million, respectively. As 
of Decemlx'r 31, 1994, outstanding letters of credit related 
to the Credit Agreement totaled $119.9 million. 

As a result of an agreement reached in conjunction 
with the Company’s bankruptcy proceedings in 1990, on 
Fel)ruary 15, 1995, the 1%% Cityplace notes, issued hy 
Cityplacc Center East Corporation (“CCEC”), a wholly 
owned subsidiarv of the Company, were repaid under a 
draw ing of a letter of credit issued by The Sanwa Bank, Ltd. 
Under such agreement, the term of maturity of the indebted¬ 
ness of CCEC resulting from such draw has been extended 


by ten years to March 1, 2005. New temis include monthly 
payments of principal and interest over the ten year period, 
ba.sed up(3n a 25-year amortization at 71^%, with the remain* * 
ing principal due upon maturity. 

Cash Front Operating Activities 

Net cash provided hy operating activities was $271.6 
million for 1994 compared to $232.1 million in 1993 and 
$172.6 million in 1992. In 1994, the majority of cash was 
provided by operations, combined with a $24.3 million 
decrease in other assets primarily due to a reduction in cash 
collateral required for payment of anticipated insurance 
claims (see Results of Operations). 

Capital Expenditures 

During 1994, net cash used in investing activities con¬ 
sisted primarily of payments of $171.6 million for property, 
plant and equipment, the majority of w^hich was used lor 
remcxleling stores, upgrading retail gasoline facilities, 
replacing equipment and complying with environmental 
regulations. The Company expects 1995 capital expendi¬ 
tures to be approximately $200 million, primarily to com¬ 
plete remodels started in 1994 and to remodel about 1,4(X1 
additional stores. In addition, the Company is expected to 
use approximately 13% of 1995’s capital expenditures on 
the retail automation project (see Management Strategies). 

Through December 31, 1994, approximately 2,700 stores 
had been remodeled. As in 1994, the 1995 average-per- 
store capital expenditures and associated upfront expenses 
will be less than 1993 levels and will focus on the features 
that are most noticeable to customers and have the most 
immediate and positive impact on store performance, such 
as lighting and security, food service equipment, neces¬ 
sary maintenance and consistent image. Reducing the 
scope of the remodels has also virtually eliminated the 
need to close .stores during construction, which negatively 
affected merchandise sales at stores remodeled in 1993. 

Capital Expenditures — Gasoline Equipment 

The Company anticipates that it wull spend approxi¬ 
mately $14 million in 1995 on capital improvements 
required to comply with environmental regulations relating 
to below-ground gasoline storage tank systems as well as 
above-ground vapor recover\' equipment at store locations 
and approximately an additional $25 million on such capital 
improvements from 1996 through 1998. 
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Environmental Complionce — Stores 

The Company dcx mes for the anticipated future costs 
of environmental clean-up activities (consisting of contami¬ 
nation assessment and remediation) relating to detected 
releases of regulated substances at its existing and previ¬ 
ously operated sites at which gasoline has been sold (includ¬ 
ing store sites and other facilities that have l>een sold by 
the Company). At December 31, 1994, the Company has 
an accrued liability of $63.4 million for such activities and 
anticipates that substantially all such expenditures will be 
incurred within the next five years. This estimate is based 
oil the Company s prior experience with gasoline sites and 
its analysis of such factors as the age of the tanks, location 
of tank sites and experience with contrac'tors who perfomi 
contamination assessment and remedial work. 

The Company is eligible to receive reimbursement for a 
large portion of these costs under state reimbursement pro¬ 
grams and has recorded a gross receivable of $76.1 million 
(a net receivable of $57.2 million after an allowance of 
$18,9 million) for the estimated probable state reimburse¬ 
ment of paid and accnied as.sessmen! and remediation 
expenses. The Company reduced the estimated net environ¬ 
mental cost reimbursements at the end of 1994 by approxi¬ 
mately $6.0 million as a result of completing a review of 
state reimbursement programs. There is no assurance of the 
timing of the receipt of state reimbursement funds: however, 
based on its experience, the Company exp>ects to receive 
state reimbursement funds within one to four years alter 
payment of eligible assessment and remediation expenses, 
assuming that the state administrative procedures for pro¬ 
cessing such reimbui'sements have been fully developed. 

The estimated future assessment and remediation expen¬ 
ditures and related stale reimbursement amounts could 
change as governmental requirements and slate reimburse¬ 
ment programs change in future years. 

Environmental Compliance — Chemical Plant 

In December 1988, the Company closed its chemical 
manufacturing facility in New Jersey. As a result, the 
Company is required to conduct environmental remediation 
at the facility and has accrued a liability for this purpose. 

As required, the Company has submitted a clean-up plan to 
the New Jersey Department of Environmental Protection 


(the "‘Stale"'), w hich [irovides for remediation of the site for 
approximately a three-to-five year period, as well as contin¬ 
ued groundwater treatment for a projected 20-year period. 
While the Company has received initial comments from 
the State, the clean-up plan has not l>een finalized. The 
Company has recorded liabilities representing its best 
estimates of the clean-uji costs of $39.3 million and $^^.9 
million at December 31, 1994 and 1W3, respectively. Of 
this amount, $34.2 million and $33,8 million are included 
in deferred credits and other liabilities and the remainder 
in accrued expenses and other liabilities for the respective 
years. In 1991, the Company entered into a settlement 
agreement with a large chemical company that formerly 
owned the facility. Linder the settlement agreement, the 
former ow'iier agreed to pay a substantial portion of the 
clean-up costs described above. The Company has 
recorded a receivable of $23.0 million at December 31, 
1994, representing the former owners portion of the 
clean-up costs. 

None of the amounts related to environmental lial>ililies, 
for the stores or the chemical plant, have \yeen discounted. 

Other 

In November 1992, the McLane Company, Inc. 
(‘"McLane"), acquired certain of the Company’s distribution 
and food center assets. In addition. Southland ceased opera¬ 
tions in Decenilier 1992 at its distribulion and f(K)d centers 
in Orlando. Florida and Tyler, Texas and in April 1993 at 
Champaign, Illinois. The Company disposed of its facility 
in Orlando in November 1993, its facility in Tyler in March 
1994 and the Champaign facility in December 1994. These 
transactions did not have a material impact on 1994 or 1993 
earnings, since they were included in the $45.0 million loss 
recognized in 1992 resulting from the sale to McLane and 
related plant closings. Since the transaction, the Company 
has benefited from lower cost of products purchased under 
a supply agreement with Mcl^ne. In addition to the $141.8 
million in gross proc*eeds received from McLane in connec¬ 
tion with the acquisition of the Company s distribulion and 
food prwessing assets in 1992, $44.9 million of cash was 
received in 1993, primarily from the sale of inventories to 
Mcl^ne and $6.3 million was received in 1994 related to 
the sale of the Tyler facility. 

In 1993, the Company disposed of its last non-conve¬ 
nience retailing business, the Citijel fixed-base operation at 
Dallas lx)ve Field Airport, and recognized a loss of $10.8 
million on the transaction. 
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December 31 


Consolidated Balance Sheets 

The So V th lai\ d Cor por at fo\' and Sursidiaries 


(Dollars in Thousands, Except Per-Share Data) 

1994 

1993 

ASSETS 

Ciirri'iil assets; 

Cash and cash equivalents 

$ 59,288 

$ 13,486 

Accounts and notes receivable 

102,2.30 

90,934 

Inventories 

101,468 

109,36.3 

Other current assets 

4D,411 

31,9.54 

Total current assets 

303,397 

245,737 

Properly^ plant and equipment 

1,314,499 

1,328,793 

Other assets 

382,698 

41.5,422 


$ 2,0(X),594 

$ 1,989,952 

LIABIIITIES AND SHAREHOLDERS' EQUITY (DEFICIT) 

Current liahilities: 

Trade accounts payable 

$ 203,315 

$ 19(>,026 

Accrued expenses and other liabilities 

316,183 

327,570 

Commercial paper 

41,322 

41,220 

Long-term debt due within one year 

123,989 

149,.503 

Total current liabilities 

684,809 

714,319 

Deferred creflils and oilier liabilities 

245,807 

253,626 

Lon^-lenii debt 

2,227,209 

2,270,357 

(^onimitnients and eoiilingencies 

Sbarebolders’ equity (deficit): 

Common stock, $.0001 par value; 1,000,000,OIK) shares authorized; 

409,922,935 shares issued and outstanding 

41 

41 

Additional capital 

625,574 

625,574 

Accumulated deficit 

(1,782.846) 

(1,873,965) 

Total shareholders’ equity (deficit) 

(1,157,231) 

(1,248,3.50) 


$ 2,000,594 

$ 1,989,952 


See notes to consoiidcited financial sUitemenls. 
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Consolidated Statements of Operations 

The S o thia /V d Corpor\ti o v a a d S u b s i d i a r / e s 


Y«ars End«d D«<«mb«r 31 


{Dollars in Thousands, Except Per-Share Dala) 

1994 

1993 

1992 

Kevenue.H: 

Net sales (including $992,970, $962,955 and 

$98(^,962 in excise taxes) 

$ 6,684,49.5 

$ 6,744.333 

$ 7,425,844 

Other income 

75,312 

69,902 

73,570 


6,759,807 

6,814,235 

7,499,414 

Cost ol* ^oods sohl and expenses: 

Cost of goods sold 

5.144,916 

5,171.806 

5,820,817 

Selling, general and administrative expenses 

1,422,311 

1,538,719 

1,615,799 

Loss on sale and closing of distribution and food centers 

— 

— 

45,000 

Interest expense 

108,588 

94,559 

123,647 

Contributions to Employees’ Savings and Profit Sharing Plan 

10,496 

11,731 

14,1(K) 


6,686,311 

6,816,815 

7,619,363 

Earnings (loss) before ineonie taxes, extraordinary 

gain and cuiiiidative effect of accounting change 

73,496 

(2,580) 

(119,949) 

Income taxes (beiiefil) 

(18,500) 

8.700 

11„500 

hlarnings (loss) before extraordinary gain and 

cuniidative effect of accounting change 

91,996 

(11,280) 

(131,449) 

Extraordinary gain on debt re<leniptioii 

— 

98,968 

— 

Cuniidative effect of accounting change 

for posteinployiiicnt benefits 

— 

(16,537) 

— 

Net earnings (loss) 

$ 91,996 

$ 71,151 

S (131,449) 

Earnings (loss) per coininon share 
(priniary and fully diluted): 

Before extraordinary gain and cumulative effect 

of accounting change 

$ .22 

$ (.03) 

$ (.32) 

Exlraordinar)' gain 

— 

.24 

— 

Cumulative effect of accounting change 

— 

(.04) 

— 

Net earnings (loss) 

$ .22 

S .17 

$ (.32) 


See notes to consolidated finam ial statements. 
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Consolidated Statements of Shareholders’ Equity (Deficit) 

The S o vth la \ d Cok p o ratio v a ,\ n S i h s i n / a r / e s 



Coramoii Stock 

Additional 

Alcumulatod 

Total 

Sbaroholdors' 

Ei|uity(Dofi(il) 

( Dollars in Tlwioinnds, Except Share Amounts) 

Shorof 

Amount 

Copital 

Doficit 

Balance, January 1, 1992 

410.022,451 

$ 41 

$ 599,588 

$ (1,809.912) 

$ (1.210,283) 

Net loss 

— 

— 

— 

(131,449) 

(131,449) 

Adjustment for redeemable common 
stock purchase warrants 



26,136 


26.136 

Foreig!;n currency translation adjustments 

— 

— 

— 

(3,163) 

(3,16:3) 

Balance, Ueceniber 31, 1992 

410,022,481 

41 

625,724 

(1,944,524) 

(1.318.759) 

Net earnings 

— 

— 

— 

71,151 

71.151 

Cancellation of shares 

(99,546) 

— 

(150) 

112 

(38) 

Foreign currency translation adjustments 

— 

— 

— 

(704) 

(704) 

Balance, December 31, 1993 

409,922,935 

41 

625,574 

(1,873,965) 

(1,248.350) 

Net earnings 

— 

— 

— 

91,996 

91.996 

Foreign currency translation adjustments 

— 

— 

— 

(877) 

(877) 

Balance, December 31, 1994 

409,922,935 

$ 41 

$ 625,574 

S (1,782,846) 

S (1,157,231) 


See notes to consolidated financial statements. 
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Consolidated Statements of Cash Flows 

The S O / TH i \ S D C OKPO RATI O A A V D S i BSl Of AK f E S 


Y«ars Ended fteitmbir 31 


(Dollars in Thousanth) 


1994 

1993 


1992 

Canh flows from ojH'ratiiig activities: 






Net earnings (loss) 

$ 

91,996 

$ 71,151 

$ 

(131,449) 

Adjustments to reconcile net earnings (loss) to net cash provided 






by operating activities: 






Extraordinary gain on debt redemption 


— 

(98.968) 


— 

Cunuilative effect of accounting change for postemplo>inent benefits 


— 

16..537 


— 

Depreciation and amortization of property, plant and equipment 


143,670 

134.920 


160..502 

Other amortization 


19,026 

19,430 


19,778 

Deferred income taxes 


{30,tK)0) 

— 


— 

Noncash interest exptnise 


11,384 

8.497 


12.429 

Other noncash expense 


614 

3,393 


4.874 

Net loss on property, plant and equipment 


274 

48.017 


46.064 

Loss on sale and closing of distribution and food centers 


— 

— 


45.(XX» 

(Increase) decrease in accounts and notes receivable 


(3,066) 

24,937 


.5.190 

Decrease in inventories 


7,89.1 

16..347 


12.2.52 

Decrease in other assets 


24,273 

3.344 


6.052 

Increase (decrease) in trade accounts payable and other liabilities 


.S,.101 

(15.528) 


(8.102) 

Net cash provided by operating activities 


271,567 

232.077 


172,.590 

Cash flows frtviii investing activities: 






Payments for purchase of property, plant and equipment 


(171,6.36) 

(19.5,146) 


(88,575) 

Proceeds from sale of property, plant and equipment 


15.867 

22.809 


15.827 

Net currency exchange principal transactions 


(5,133) 

(8.894) 


(6.635) 

Payments on notes from sales of real estate 


2.105 

1.152 


1.317 

Cash received from other investments 


266 

3.830 


822 

Cash utilized by distribution and food center assets 


(2.790) 

(17.739) 


(.54.020) 

Proceeds from sale of distribution and food center assets 


6..305 

44.889 


141,793 

Net cash (used in) provided by investing activities 


(155,016) 

(149,099) 


10..529 

Cash flows from financing activities: 






Proceeds from commercial paper and revolving credit facilities 


4,4^i> 1 • ^ * 4 

4, 111..500 


2,007,239 

Payments under commercial paper and revolving credit facilities 


(4,418.693) 

(3,927,234) 


(1.7^5.717) 

Proceeds from issuance of long-term debt 


300,000 

150.000 


— 

Principal payments under long-term debt agreements 


1400.580) 

(403,125) 


(624..527) 

Debt issuance costs 


(3.2.50) 

(2,437) 


(5.329) 

Net cash used in financing activities 


(70,749) 

(71.296) 


(408.3.34) 

Net increase (decrease) in cash and cash equivalents 


45.802 

11,682 


(22.5,21.5) 

Cash and cash equivalents at heginiiiiig of year 


13,486 

1.804 


227,019 

Cash and cash equivalents at end of year 

$ 

59.288 

$ 13,486 

$ 

1.804 

Related disclosures for cash flow' reporting: 






Interest paid, excluding SEAS No. 15 Interest 

$ 

(98.157) 

S (87.631) 

$ 

(116.931) 

Net income taxes (paid) refunded 

$ 

(7.810) 

$ (7.969) 

$ 

3..323 


See notes io vonsolideited Jinancuil statements. 
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Notes to Consolidated Financial Statements 

The S I) i r ii i. \ \ n C n k i’ o r t r i o v \ d S i r s i n h r i e s 


YEARS ENDED DECEMBER 31, 1994. 1993 AND 1992 


1. ACCOUNTING POLICIES 

Principles of Consolidation 

The Southland Corporation and subsidiaries ("‘the 
Conipany'”) is owned approximately 64% by lYG Holding 
Company, wliieh is jointly owned by Ito-Yokado Co., Ijd. 
(“lY'') and Seven-Eleven Japan Co., Ltd.(‘*SEJ"). 

The consolidated financial statements include the 
accounts of The Southland Corporation and its subsidiaries. 
Intercompany transactions and account balances are elimi¬ 
nated. Prior-year amounts have been reclassified to conform 
to c*uiTent-year presentation. 

'fhe Company s net sales are comprised of sales of 
products and services. Net sales and cost of goods sold 
of stores operated by franchisees are consolidated with 
the results of Company-operated stores. Net sales of 
stores operated by franchisees are $2,820,685,000, 
$2,810,270,000 and $2,931,494,000 from 2,962, 2.998 
and 3.01 1 stores for the years ended December 31, 1994, 
1993 and 1992, respectively. Linder the present franchise 
agreements, initial franchise fees are recognized in income 
currently and are generally calculated based upon gross 
profit experience for the store or market area. These fees 
cover certain costs including training, an allowance for 
travel, meals and lodging for the trainees and other costs 
relating to the franchising of the store. 

The gross profit of the franchise stores is split between 
the Company and its franchisees. The Company's share of 
the gi’oss profit of franchise stores is its continuing franchise 
lee, generally ranging fmm 50% to 58% of the gross profit of 
the store, w hich is charged to the franchisee for the license 
to use the 7-Eleven operating system and trademarks, for 
the lease and use of the store premises and equipment, and 
for continuing services provided by the Company. These ser¬ 
vices inclmle merchandising, advertising, recordkeeping, 
store audits, contractual indemnification, business counsel¬ 
ing ser\ ices, training seminars and preparation of financial 
statements, llie gross profit earned by the Company s fran¬ 
chisees of $5l7,955,fX)0, $530,436,000 and $539,8:J5,(WK) 
for tile vears ended December 31, 1994, 1993 and 1992, 
respectively, are included in the Consolidated Statements 
of Ofierations as selling, general and administrative 
expenses. 


Sales by stores operated under domestic and foreign 
area license agreements are not included in consolidated 
revenues. All fees or royalties arising from such agreements 
are included in other income. Initial fees, which have been 
immaterial, are recognized when the services required under 
the agreements are perfbnned. 

Other litcome 

Other income is primarily comprised of area license 
royalties and interest income. The area license royalties 
include amounts from area license agreements with SEJ of 
approximately $42,000,006. $39,000,000 and $37,(KK),0(X) 
for the years ended December 31, 1994, 1993 and 1992, 
respectively. 

€o$t of Goods Sold 

Cost of goods sold includes buying and occupancy 
expenses. 

Cash ond Cash Equi¥alents 

Cash and cash equivalents include teniporan' cash 
investments of $3.028,f)00 and $11,345,000 at December 
31, 1994 and 1993, respectively, stated at cost, which 
approximates market. The Company considers all highly 
liquid investment instruments purchased with maturities 
of three months or less to be cash equivalents. 

Inventories 

Inventories are stated at the lower of cost or market. Cost 
is generally determined by the LIFO method for stores in the 
United States and by the FIFO method for stores in Canada. 

Depreciation and Amortization 

Depreciation of buildings and equipment is based upon 
the estimated useful lives of these assets using the straight- 
line method. Amortization of capital leases, improvements to 
leased properties and favorable leaseholds is based upon the 
remaining terms of the leases or the estimated useful lives, 
whichever is shorter. 

Foreign and domestic area license royalty intangibles 
were recorded in 1987 at the fair value of future royalty 
payments and are being amoilized over 20 years using the 
straight-line method. The 20-year life is less than the esti¬ 
mated lives of the various royalty agreements, the majority 
of which are perf)etual. 
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store Closings 

Provision is made on a current basis for the write-down 
of identified owned-store closings to their net realizalde 
value. For identified leased-store closings, provision is made 
on a current basis if anticipated expenses are in excess of 
expected sublease rental income. The recoi*ded value of 
assets for certain stores with marginal financial results is 
pericKlically evaluated, and, if necessary', the carry ing value 
of the asset is adjusted. 

Business Segment 

The Company operates in a single business segment — 
the operating and franchising of convenience food stores, 
primarily under the 7-Eleven name. 

2 . ACCOUNTS AND NOTIS RECEIVABIE 


(Dollars in Thousands} 


D#iemb9r 31 
1994 1993 


Notes receivable (net of lorig-tenn 


portion of $15,309 and $18,310) 
Trade aec‘ounls receivable 

Franchisee accounts rec;eivaljle 

$ 5,773 

42.a56 
47,682 

$ 3,030 
48,609 
38,823 

Environniental f.‘ost reimbursemenls 
(net of long-lemi portion of $67,546 
and $72,038) — see Note 14 

12,709 

8,294 


109,020 

98,756 

Allowance for doubtful accounts 

(6,790) 

(7,822) 


8 

$ 90,9;i4 


3. INVENTORIES 

Inventories stated on the LIFO basis that are included in 
inventories in the accompanying Consolidated Balance 
Sheets were $63,340,(KM) and $65,607,00(J at December 31, 
1994 and 1993, respectively, which is less than replacement 
cost by $28,286,000 and $25,292,000, respectively. At 
December 31, 1993 and 1992, inventories were reduced 
resulting in a liquidation of LIFO inventory layers recorded 
at costs that were lower than the costs of current purchases. 
The elfects of these reductions were to decrease cost of 
goods sold by approximately $3,9(X),0(X) in 1993 and to 
decrease the loss on the sale and closing of the distribution 
and food centers by approximately S23,()(X),0(X) in 1992. 


4. OTHER CURRENT ASSETS 


Dcctmb«r 31 


(Dollars in Thousands) 

1994 

1993 

Prepaid expenses 

$ 18,474 

« 19,165 

Other 

21,937 

12,789 


$ 40,41 1 

$31,954 

5. PROPERTY, PLANT AND EQUIPMENT 


D«ctmbtr 31 


(Dollars in Thousands) 

1994 

1993 

Cost: 

Land 

$ 475,611 

S 493,934 

Buildings and leaseholds 

1.223,128 

1,211,531 

Equipment 

623,755 

578,289 

Construction in process 

35,634 

35,321 


2.358,128 

2,319,075 

Accumulated depreciation 

and amortization 

(1,043,629) 

(990,282) 


$ 1,314,499 

$ 1,328,793 


6. DIVESTED ASSETS 

In November 1992, the Company sold two of its five 
distribution centers and three of its six food centers to 
Mcl^ne Company, Inc. fMcl^ne”). The remaining facilities 
were disposed of in 1993 and 1994. For the yeai*s ended 
December 31, 1994, 1993 and 1992, the Company received 
cash proceeds of approximately $6,360,000, $44,900,000 
and $14L800.(MH), respectively, from the disposition of dis¬ 
tribution and food center assets. 

The $45 million pre-tax loss on the sale and closing of 
the distribution and food centers in 1992 included the loss 
from the sale of assets to McLane, the expected loss on dis¬ 
positions of the remaining facilities, and the expected net 
cash outflows on all such facilities subsequent to August 31, 
1992 (the measurement date), until the expected dates of 
disjmsition. Operating results prior to the dis{X)sition of the 
facilities, which were included in the loss, and adjustments 
to the loss upon final disfK>sition were not material. 
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7. OTHER ASSETS 


Deiember 31 


(Dollars in Thousands} 

1994 

1993 

Japanese license myalty intangible 
(net of accumulated ainortizalion 
of SI 16,972 and St00.957) 

S 201,528 

3 217,543 

Other license nniilly intangibles 
(net of attcumulated amortization 
ofS20.914 and 318,077) 

35,690 

38,692 

EnvinMimentai cost reimbursements 
(net of allowance of 318,890 
and 312,529) — see Note 14 

67,546 

72,038 

Other (net of accumulated amortization 
of $7,281 anil 36^>. 115) 

77,934 

87,149 


3 382,698 

$415,422 


8. ACCRUED EXPENSES AND OTHER 

IIABILITIES 



Dectmbtr 31 

(Dollars in Thousands/ 

1994 

1993 

Accrued insurance 

$ 95,372 

S 94,121 

Accrued payroll 

51,024 

47,690 

A(.*(‘rued taxes, other than income 

40,372 

39,173 

.•\ccrued enviroiimenlal costs 

35,574 

28.904 

(Jlher 

93,841 

117,682 


3 316,ia5 

$ .'527.570 


Other includes accounts payable to The Southland 
Corf>oralion Employees’ Savings and Profit Sharing Plan 
(see Note 13) for contributions and contingent rent payables 
of S13,186,(XK) and $14,098,000 as of December 31, 1994 
and 1993, respectively. 

In December 1994, the Company completed a review of 
the functions necessary to enable its stores to respond faster, 
more creatively and more cost efficiently to rapidly changing 
customer needs and preferences. The resultant plan will 
lx)th realign and reduce personnel and will require changes 
in the location and size of office facilities. Approximately 
335 employees in various positions throughout the Company 


will be terminated during 1995. In addition, one owned 
office facility wdll be sold at a loss and space at several 
leased facilities will be terminated or subleased. The 
$7,405,000 cost of the plan was accrued in selling, 
general and administrative expenses, and is comprised of 
$5,668,(X)0 for severance benefits and $1,737,(X)0 for 
changes in office facilities. 

9. DEBT 


December 31 


(Dollars in ThoiLsaruisj 

1994 

1993 

Bank Debt Term Ixians 

3 3(X),000 

3 329,017 

Bank Debt revolving credit fa(.*ility 

50,000 

15,(KX) 

Commercial pat)cr 

350,000 

350.000 

S% First Priority Senior Subordinated 

Debentures due 2003 

615,539 

6.38.070 

VA% Second Priority Senior 

Subordinated Debentures 

(Series A) due 2004 

294,597 

303,884 

4% Se<?ond Priority Senior 

Sul)ordinaled Debentures 

(Series B) due 2004 

25,897 

26,648 

12% Sec'ond Priority Senior 

Sulxrrdinated Debentures 

(Series C) due 2(X)9 

59,696 

62,311 

6%% Yen Loan 

253.114 

273,793 

7^% Cityplaee Notes due 1995 

289,698 

287,36:3 

Canadian revolving credit facility 

5,678 

7,499 

Capital lease obligations 

105,159 

120,:398 

Other 

1,820 

.5,877 


2,351,198 

2,419.860 

Less long-teim debt due 

within one year 

123.<)89 

149.503 


$ 2,227,2(W 

S 2.270.357 
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Bank Btbf 

The Company is obligalecl to a group of lenders under a 
credit agreement ('“‘Credit Agreement'’) that includes tenn 
loans and a revolving credit facility {collectively “Bank 
Debt”). In December 1994, the Credit Agreement was 
amended to extend its maturity through December 31, 1999, 
and to change various financial and operating covenants to 
reduce certain restrictions. The financial and operating 
covenants require, among other things, the maintenance ol 
certain financial ratios including interest coverage, fixed- 
charge coverage and senior indebtedness to earnings l)efore 
interest, income taxes, depreciation and amortization. The 
Credit Agreement also contains various covenants which, 
among other things, (a) limit the Company's ability to incur 
or guarantee indebtedness or other liabilities other than 
under the Credit Agreement, (b) restrict the Company's abil¬ 
ity to engage in asset sales and sale/leaseback transactions, 
(c) restrict the types of investments the Company (;an make 
and (d) restrict the Company's ability to pay cash dividends, 
redeem or prepay principal and interest on any subordinated 
debt and certain senior debt (except in connection w ith cer¬ 
tain sinking fund obligations under the 5% First Priority 
Senior Subordinated Debentures due 2003). Under the 
Credit Agreement, all of the assets of the Company, with the 
exception of certain specified proj>erty, sen^e as colhiteral. 

The amendment to the Credit Agreement refinanced 
the existing tenn loans and revolving credit facility with a 
new tenn loan and a new revolving credit facility. The new 
tenn loan provided proceeds of S300 million, which w^ere 
primarily used to retire the existing term loans. The new 
tenn loan is to be repaid in sixteen quarterly installments 
of $18,750,00(7 commencing March 31, 19^76. The new 
revolving credit facility makes availal^le bonowiiigs and 
letters of credit totaling a maximum of $3(70 million. 
Maximum borrowings and letters of credit under the revolv¬ 
ing credit facility are set at $1.50 million each. Upon expira¬ 
tion of tlie facility, all the then outstanding letters of credit 
must expire and may need to be replaced, and all other 
amounts then outstanding will be due and payable in full. 

At December 31, 1994, outstanding letters of credit related 
to the Credit Agreement totaled $119,927,0(X). 


Interest on the Bank Debt is generally payable quarterly 
and is based on a variable rate equal to the administrative 
agent bank s base rate or. at the Company’s option, at a rate 
equal to a reserve-adjusted Eurodollar rale plus .975% per 
year. The W'eighled-average interest rate on the term loan 
and revolving credit facility borrowings outstanding at 
December 31, 1994. was 7.1% and 8.5%, respectively. 

A fee of .925% per year cm the outstanding amount of letters 
of credit is required to be paid quarterly. A .5%' per year 
commitment fee on unadvanced funds, which for purposes of 
this calculation include unissued letters of credit, is payable 
quarterly. The weighted-average interest rale on revolving 
credit facility borrowings outstanding at December 31, 

1993, was 7.5%. 

In 1992 and 1993, the Credit Agreement was amended 
in connection with certain activities of the Company. In 
September 1992, the Company entereil into an amendment 
that pemiitled the establishment of a $40(7 million commer¬ 
cial paper facility. In (‘onnection w'ith this amendment, the 
Company was required to make a $35(7 million prepayment 
on the tenn loans. In addition, as a result of the disposition 
of the distribution and fo«xl center assets (see Note 6) and in 
accordance with an October 1992 amendment, a $11(7 mil¬ 
lion prepayment on the tenn loans was made in December 
1992. In August 1993, the Company completed a refinane- 
ing of its 12% Senior Notes with proceeds Imm working 
capital and an additional $150 million term loan under the 
Credit Agreement (the “Refinancing”). An amendment was 
executed to provide for tlie additional tenn loan, whic’h w^as 
subsequently repaid from proceeds of the new term loan. 

Commercial Poper 

In September 1992, the Company obtained a facility that 
provides for the issuance of up to $4(70 million in commer¬ 
cial paper. At December 31, 1994, $3.50 million of the 
$.391,322,(KX) outstanding principal, net of discount, was 
classified as long-tenn debt since the Conqiany intends to 
maintain at least this amount outstanding during the next 
year. Such debt is unsecured and is fully and uncondition¬ 
ally guaranteed l)y H, lY has agreed to continue its guaran¬ 
tee of all commercial paper issued through 1996. While it is 
not anticipated that lY would he required to perfonn under 
its commercial paper guarantee, in the event lY makes any 
payments under the guarantee, the Company and lY have 
entered into an agreement by which the Company is 
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re(|uirr{l lo reimburse lY subject to restrictions in the Credit 
Agreement. The weighted-average interest rate on commer¬ 
cial paper borrow ings outstanding at December 31, 1994 
and 1W3, respedively, was 6.0% and 3.3%?. 

Notts and Dobonturos 

TUe Notes and Debentures are accounted for in accor- 
dan<-e with SP AS Nc). 15, '^Accounting by Debtors and 
Creditors for Troul)led Debt Reslrucluring,"' and were 
initially recorded at an amount equal lo the future undis- 
(‘ounted cash payments, Ixith principal and interest ("SFAS 
No. 15 Inleresl'*). Ac cordingly, no interest expense w ill be 
recognized over the life of these securities, and cash interest 
[)ayments will be charged against the recorded amount of 
such securities. Interest on all of the Notes and Del)entures 
is paviilile in cash serniaimuaJly on June 15 and Deceml^er 
15 of eac h year. 

'fhe 5%? Pdrst Priority Senior Subordinated Debentures, 
<liie I)ec‘ember 15, 2003, with an aggregate principal 
amount of S450,614.0(M) at December 31, 1994, are 
redeemable at any time at the Company s option at 100% 
of principal amount. Annual sinking fund payments of 
$27,037,(K)0 are due each Deceml>er 15, commencing 
through 2002. These |)aymerits retire 42% of tlie del>t liefore 
maturity. 

The Second Priority .Senior Subordinated Delientures 
were issued in three series, and each series is refleemable at 
any time at the Company's ofition at 100%: of principal 
amount and are desc*ribed as follows: 

- 41^% Series A Delitmtures, due June 15, 2004, had 
an aggregate princ*i|)al amount of S206.373,(.100 at 
Dc*cember3l, 1W4. 

- 1% Series B Debentures, due June 15, 2004, had 
an aggregate principal amount of S18,766,fKK) at 

I )ec*eml)er 31,1 W4. 

- 12% Series C De[)entures, due June 15, 2CK>), had 
an aggregate principal amount of $21,787,01 K) at 

I )c‘ceml>er 31, 1994. 


The Debentures contain certain covenants that, among 
other things, (a) limit the payment of dividends and certain 
other restricted payments by both the Com|)any and its sub¬ 
sidiaries, (b) require the purchase by the Company of the 
Del)entures at the option of the holder u|K)n a c-hange of con¬ 
trol, (c) limit additional indebtedness, (d) limit future 
exchange offers, (e) limit the repayment of .sulK)rdinated 
indebtedness, (f) require lK)ard ap|)roval of certain asset 
sales, (g) limit tratisaclions with certain stcK'kholders and 
affiliates, and (h) limit consolidations, mergers and the c‘on- 
veyan(‘e of all or substantially all of the Company s assets. 

The First and Second Priority Senior Sul)ordinaled 
Debentures are su!x)rdinate to the outstanding Bank Debt 
and to previously outstanding mortgages and notes that are 
either backed by s}>eciric collateral or are general unse¬ 
cured, unsulx>rdinate<l obligations. The Second Priority 
Del^entures are sulM)rdinate to the First Priority Debentures. 

The Company had an issuance of 12% Senior Notes, 
which was due December 15, 1996, with an aggregate prin- 
ci{)al amount of $25(),553,()(K). These notes were redeemed 
in August 1993, resulting in an extraordinar\ gain of 
$98,968,000, which had no tax effect. 

Yen loan 

In March 1988, the Company monetized its future royalty 
payments from SEJ, the area licensee in Jaj)an. through a 
loan that is nonre< ourse to the Comf)any as to principal and 
interest. The debt, payable in Japanese yen. wa.s in the 
amount of 41 billion yen, or approximately S327,0(K).0(K) 

(at the exchange rate in March 198f{), and is collateralized 
by the Japanese trademarks and a pledge of the future 
royalty payments. The lairrent interest rale of 6!^% will be 
reset after March 1998. Payment of the debt is required 
no later than March 2006 through future royalties from the 
Japanese licensee, and the Company Indieves it is a remote 
possibility that there will be any principal balance remain¬ 
ing at that date. By designating its future myalty receipts 
during the term of the loan to serv ice the monthly interest 
and principal payments, the Company has hedged the 
impact of future exchange rate fluctuations. Upon the later 
of February 28, 2(KK), or the date which is one year follow¬ 
ing the final repayment of the loan, royally payments from 
the area licensee in Japan will be substantially reduced in 
accordance with the terms of the license agreement. 
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Cityplacft Debt 

Cityplace Center East Corporation {“CCEC”), a sub¬ 
sidiary^ of the Company, issued S29() million of notes in 
March 1987 to finance the construction of the headquartei‘s 
tower, a parking garage and related facilities of the 
Cityplace Center development. The interest rate on these 
notes was 7^%, payable semiannually on February 15 
and August 15, and the principal amount was due on 
February 15, 1995, Because of the application of purchase 
accounting in 1987, the effective interest rate was 9.0%. 

The principal amount was paid to noteholders on 
February^ 15, 1995, by drawings under letters of credit 
issued by The Sanwa Bank, Limited, Dallas Agency 
(*'Sanwa”), which has a lien on the property financed. 

At that time, the Company deferred the maturity of tlie debt 
by exercising its option of extending the term of maturity ten 
years to March 1, 2005, with monthly payments of principal 
and interest to Sanwa based on a 25-year amortization at 
71^%, with the remaining principal due upon maturity (the 
''Cityplace Term Loan"'). 

The Company is occupying part of the building as its 
corporate headquarters and the balance is subleased. 

As additional consideration through the extended term 
of the debt, CCEC will pay to Sanwa an amount that it 
receives Irom the Company which is equal to the net 
sublease income that the Company receives on the property 
and 60%' of the proceeds, less $275 million and pennitted 
costs, upon a sale or refinancing of the building. 

Southland Canada Debt 

During 1988, Southland Canada, Inc, entered into a 
revolving credit facility with a Canadian chartered bank. 

The facility currently provides bank financing of up to 
Canadian $14,287,000 (approximately U,S, $10,185,000 at 
December 31, 1994), which will be reduced to Canadian 
$10,716,000 on June 30, 1995, and will be further reduced 
each year thereafter until June 30, 1998, when the facility 
w ill expire, and all amounts outstanding will be due and 
payable in full. At December 31, 1994, the Company had 
lx)rrowings outstanding under this facility of Canadian 


$7,964,000 (approximately U.S, $5,678,(XX)). Interest on 
such facility is generally payable monthly and is based ufw^n 
the Canadian Prime rate (8.0% at December 31, 1994) plus 
,75% per year or a bankers’ acceptance rate plus 1.5% per 
year. The weighted-average interest rate on revolving credit 
facility' boiTowings outstanding at December 31,1994 and 
1993. respectively, was 7.3% and 5.4%. 

Mofurities 

Long-term debt maturities assume the continuance of 
the commercial paper program. Tlie matunties, which 
include capital lea.se obligations and sinking fund require¬ 
ments, as well as SFAS No. 15 Interest accounted for in the 
recorded amount of the l)el>entures, are as follows (dollars 
in thousands): 


vm 

$ 123,989 

19<X) 

182,170 

vm 

186,(>60 

1998 

189,243 

1999 

190.281 

’^Tliereafter 

l,478,a55 


S 2.35],]98 


10. PREFERRED STOCK 

The Company has 5,(XK),(XX) shares of preferred stock 
authorized for issuance. Any preferred stock issued will 
have such rights, powers and preferences as determined by 
the Company’s Board of Directors. 

11. REDEEMABLE COMMON STOCK PURCHASE WARRANTS 

In 1987, the Company issued 26,135,682 redeemable 
common stock purchase w'arrants (the "Warrants”). The 
Warrants were recorded at $1.00 per Warrant, which was the 
amount of proceeds allo{-ated to the Warrants at the time of 
issuance. The Warrants were governed l)y a w^anant agree¬ 
ment and were exercisable through December 15, 1992, 
only upon the occurrence of certain specified events. None 
of the specified events occurred on or before December 15, 
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1992, and all of the warrants expired on December 16, 
19^)2. Under the provisions of the warrant agreement, the 
Company was obligated to repurchase the Warrants by 
Mareli 15, 1995, at the fair market value of the Warrants as 
separate securities, as determined by an independent finan- 
(dal exj:>erl. A fair market value of $0 for the Warrants was 
determined bv an independent financial expert in December 
19^>2. The $26,135,682 difference between the carr>dng 
amount of the Warrants and their fair value was recorded 
as an increase in additional capital in 1992. 

12. DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL 
INSTRUMENTS 

The following disclosure of the estimated fair value of 
financial instruments is made in accordance with SFAS 
No. 107, ^'Disclosures about Fair Value of Financial 
Instniments.” The estimated fair-value amounts have been 
determined by the Company using available market infor¬ 
mation and appropriate valuation methodologies. 

The* carry ing amounts of cash and cash equivalents, trade 
accounts receivable, trade accounts payable and accrued 
expenses and other liabilities are reasonable estimates of 
their fair values. I>etters of credit are included in the esti¬ 
mated fair value of accrued expenses and other liabilities. 
The carry ing amounts and estimated fair values of other 
financial instruments at December 31, 1994, are listed in 
the following table: 


{Dollars in Thousands) 

Carrying 

Amount 

Estimatod 

Fair 

Valuu 

Bank Dfbt 

$ 350,009 

S 350,0(K) 

Commercial Paper 

391,322 

391.322 

Delientures 

995,729 

452,:^ 

Yen lA)an 

253,114 

325,389 


The methods and assumptions used in estimating the 
fair Vcdue for each of the classes of financial instruments 
presented in the table above are as follows: 

— The carrying amount of the Bank Debt approximates fair 
value bec*ause the interest rates are variable. 

- Commercial paper borrowings are sold at market interest 
rates and have an average remaining maturity of less 
than 20 days. Therefore, the carrying amount of commer¬ 
cial paper is a reasonable estimate of its fair value. The 


guarantee of the commercial paper by lY is an integral 
part of the estimated fair value of the commercial paper 
borrowings. 

— The fair value of the Debentures is estimated based on 
December 31, 1994, bid prices obtained from investment 
banking firms where traders regularly make a market for 
these financial instruments. The canyung amount of the 
Debentures includes $298,190,000 of SFAS No. 15 
Interest. 

— The fair value of the Yen I^)an is estimated by calculat¬ 
ing the present value of the future yen cash flows at 
current interest and exchange rates. 

In February 1995, the original Cityplace notes were 
repaid with proceeds from the Cityplace Term Loan 
(see Note 9). At the date of issuance, the carrying amount 
and the fair value of the Cityplace Term Loan was 
$290,(X)0,000 and $269,650,000, respectively. The fair 
value was estimated by calculating the present value of 
the future cash flows at current interest rates. 

13, EMPLOYEE BENEFIT PLANS 
Profit Sharing Plans 

The Company maintains profit sharing plans for its 
U.S. and Canadian employees. In 1949, the Company 
excluding its Canadian subsidiary (“Southland”) 
adopted The Southland Corporation Employees’ Savings 
and Profit Sharing Plan (the “Savings and Profit Sharing 
Plan”), and, in 1970, the Company’s Canadian subsidiary 
adopted the Southland Canada, Inc. Profit Sharing 
Pension Plan. These plans provide retirement benefits to 
eligible employees. 

Contributions to the Savings and Profit Sharing 
Plan are made hy both the participants and Southland. 
Southland contributes the greater of approximately 10% 
of its net earnings before contribution to the Savings and 
Profit Sharing Plan and federal income taxes or an 
amount determined by Southland’s president. The 
contribution by Southland is generally allocated to the 
participants on the basis of their individual contribution, 
years of participation in the Savings and Profit Sharing 
Plan and age. The provisions of the Southland Canada, 
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Inc. Profit Sharing Pension Plan are similar to those of 
the Savings and Profit Sharing Plan. Total contributions 
to these plans for the years ended December 31, 1994, 
1993 and 1992 were $10,513,000, $11,956,000 and 
$14,647,000 (including amounts allocated to the distrib¬ 
ution and food centers), respectively. 

Postretirement Benefits 

The Company’s group insurance plan (the ‘insurance 
Plan”) provides postretirement medical and dental benefits 
for all retirees that meet certain criteria. Such criteria 
include continuous participation in the Insurance Plan rang¬ 
ing from 10 to 15 years depending on hire date, and the sum 
of age plus years of continuous service equal to at least 70. 
The Company contributes toward the cost of the Insurance 
Plan a fixed dollar amount per retiree based on age and 
number of dependents covered, as adjusted for actual claims 
experience. All other future costs and cost increases will be 
paid by the retirees. The Company continues to fund its cost 
on a cash basis; therefore, no plan assets have l>een accu¬ 
mulated. 

Net periodic postrelirement benefit costs for 1994, 1993 
and 1992 include the following components: 


(Dollars in Thousands) 

1994 

1993 

1992 

Sf!rv'ice cosl 

f 752 

1 824 

1 862 

Inlcresl cost 

1,732 

2,048 

1,<J98 

Amortization of unrecognized gain 

(61) 

— 

(.564) 


$ 2.423 

$ 2.872 

S2,2% 


The weighted-average discount rate used in detennining 
the accumulated postretirement benefit obligation was 8% 
and 7% at December 31, 1994 and 1993, respectively. 


Components of the accrual recorded in the Company’s con¬ 
solidated balance sheets are as follows: 


December 31 


(D<yllars in Thousands) 

1994 

1993 

Accumulated Postrelirement 

Benefit Obligation: 

Retirees 

S 11,197 

$ 1.3,380 

Active employees eligible to rt‘tire 

4,716 

5,117 

Ollier active employees 

5,354 

6,46f) 

Unrecognized gains 

21,267 

7,95:1 

24,96:3 

:3,I03 


S 29,220 

$ 2a,()6(> 


Postemployment Benefits 

As of January 1, 1993, the Company adopted SFAS No. 
112, “Employers’ Acrcounting for Postemployment 
Benefits,” and recorded an accumulated postemployment 
l>enefit obligation of $16,537,(XX). The accumulated [xistern- 
ployment benefit oliligation, whi(‘h had no tax effect, was 
recorded as the cumulative effect of an accounting change. 
The obligation piimarily represents future medical costs 
relating to short-term and long-term disability. As of 
December 31, 1994 and 1993, the amount of the obligation 
was $18,460,(KX) and $16,537,000, respectively. 

Equity Participation Plan 

During 1988, the Company adopted Tlie Southland 
Corporation Equity Participation Plan (the “Participation 
Plan'’), which provides for the granting of lK)th incentive 
options and nonstatutory options and the sale of convertible 
debentures to certain key employees and officers of the 
Company. The options were granted at the fair market value 
on the date of grant, which is the same as the conversion 
price provided in the delientures. 

All options expire, and the debentures mature, no later 
than December 31, 1997. All options and convertible 
debentures that were vested became exercisable as 
of December 31, 1994, pursuant to the terms of the 
Participation Plan. In the aggregate, not more than 
3,529,412 shares of common stock of the Company can be 
issued pursuant to the F^articipation Plan; however, the 
Company has no present intent to grant additional options 
under this plan. The shares availalJe for issuance under the 
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Part i(Mpalion F^lan are reduced by the number of shares 
issued under the Grant Stock Plan. At December 31, 1994, 
there were vested options outstanding to acquire 1,760,803 
shares, of which 1,677,128 w^ere at $7.30 per share and 
8,3,675 were at $7.70 per share, and vested debentures out¬ 
standing that were convertible into 17,833 shares. Of the 
options an<l debentures that were vested as of December 31, 
IW4, .339,803 options to acquire 539,803 shares and 
debentures convertible into 11,167 shares will expire on 
Mar(4i 31, 1W5, for those participants who are no longer 
with the Company. 

Grant Stock Plan 

During 1988, the Company adopted The Southland 
Coq)oration (irant Strx-k Plan (the “Stock Plan’"). Under the 
provisions of the Sto<.-k Plan, up to 750,(KX) shares of common 
stock are authorized to be issued to certain key employees 
and offu'ers of the Company. The stock was fully vested ufM)n 
the date of issuance. As of l)eceml)er 31, 1994, 480,844 
shares ha<l l)een issued pui-suant to the Sto(‘k Plan. No sliares 
have been issued sint‘e 1988, and the Company has no pre¬ 
sent intent to grant additional shares. 

14* LEASES, COMMITMENTS AND CONTINGENCIES 
Leases 

Certain property, plant and equipment used in the 
Company s business is leased. Generally, real estate leases 
are for primary^ terms from 14 to 20 years with options to 
renew for additional periods, and equipment leases are 
for terms from one to ten years. The leases do not contain 
restrictions that have a material effect on the Company’s 
operations. 

The composition of ca]:>ital leases reflected as property, 
plant and equipment in the consolidated balance sheets is 
as follows: 



December 31 

ifkyffjirs in Tbmtsntuh) 

im 

1993 

Bui tilings 

S 125.6(X) 

S 14:3.273 

FVfiiipmenl 

225 

226 


125.825 

143,499 

Art'll tmilated amortization 

(78.103) 

(80.467) 


The present value of future minimum lease payments 
for capital lease obligations is reflected in the consolidated 
balance sheets as long-term debt. The amount representing 
imputed interest necessary to reduce net minimum lease 
payments to present value has been calculated generally at 
the Company’s incremental borrowing rate at the inception 
of each lease. 

Future minimum lease payments for years ending 
December 31 are as follows: 


(Dollars in Thousands! 

Copitol 

Leases 

Operating 

Leases 

1995 

$ 2 : 3 , 9,37 

1 11:3,4I7 

vm 

22,629 

104,709 


21,(X)2 

93,491 


19,317 

78,021 

vm 

17,9(H 

.58/>84 

'nirreafter 

77,142 

231.187 

Future rninirmuri lease payments 

181,931 

S 679.50:3 

Fsti mated exei ulory rusts 

(519) 


Amount repref^’nting imputed inirrest 

(76,25:3) 


Present value of future minimum 
lease payments 

$ 10.5,1.59 



Minimum noncancelable sublease rental income to be 
received in the future* which is not included above as an olf- 
set to future payments, totals $26,053,0(X} for capital leases 
and $26,051,(XK) for operating leases. 

Rent expense on operating leases for the years ended 
December 31, 1994, 1993 and 1992, totaled $120,850.(XK), 
$124,402,0f)0 and $135,657,OCX), respectively, including 
contingent rent expense of S8.576,0<X), $8,214,000 and 
$9,037,0(K), but reduced by sublease rent income of 
$7,858,(.KM), $8,545,000 and $8,252,0(X). Contingent rent 
expense on capital leases for the years ended December 31, 
1994, 1993 and 1992, was $2,822,(X)0, $3,084,000 and 
$3,964,000, respectively. Contingent rent expense is 
generally based on sales levels or changes in the Consumer 
Price Index. 


$ 47,722 I 63,032 


31 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 














Leases With The Savings and Profit Sharing Plan 

At December 31, 1W4, the Savings and Profit Sharing 
Plan owned 253 stores leased to the Company under capital 
leases and 647 stores leased to the Company under operat¬ 
ing leases at rentals which, in the opinion of management, 
ap|)n)ximated market rates at the date of lease. In addition, 
43, 62 and 31 pmperties w^ere sold by the Savings and Profit 
Sharing Plan to third parties in 19^)4, 1993 and 1992, 
respectively, and at the same time, the related leases with 
the Company w-ere either cancelled or assigned to the new 
owner. Included in the consolidated financial statements are 
the following amounts related to leases with the Savings and 
Profit Sharing Plan: 
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(Didlars in TfuntMindsf 

1994 

1993 

Buildings (net of arrumulated 



amortization of SQ,619 and S9,973) 

S 3.191 

$ 4.m 

Capital lease oldigatiorrs (net of current 



fM>rlion of $1,945 and S2,307) 

8 4,MW 

8 6,.3a3 


Yean Enit«d 0*ieinli«r 31 


(ihllnrs in Thowiands) 

1994 

1993 

1992 

Rent expense under operating 
leases and amortization of 
capital lease assets 

8 28.195 

8 30.028 

8 31.291 

Imputed interest expense on 
capital lease obligations 

8 696 

8 948 

8 1.213 

Capital lease principal payments 
included in principal 
payments under long-term 
debt agreements 

$ 2,075 

$ 2.200 

$ 2..302 


Commitments 

McLane 

In connection with tlie 1992 sale of assets to McLane, 
the Company and McLane entered into a ten-year service 
agreement under which Mcl^ne is making its distribution 
services available to 7-Pleven stores in the United Statens. 

If the Company does not fulfill its obligation to McLane dur¬ 
ing this time period, the Company must reiml)urse McLane 
on a pro-rata basis for the transitional payment received at 
the time of the transaction. The original payment received of 
$9,450,0(.)0 in 1992 is being amortized to income over the 
life of the agreement. The Company has exceeded the mini¬ 
mum annual purchases each year and exp<^cts to exceed the 
minimum required purchase levels in future years. 

Citgo Petroleum Corporation 

In 1986, the Company entered into a 2()-year pro<luct 
purchase agreement with Citgo to buy specified quantities of 
gasoline at market prices. These prices are determined [)ur- 
suant to a formula based on the prices posted by gasoline 
wholesalers in the various market areas where the Company 
purchases gasoline from Citgo. Minimum required annual 
purchases under this agreement ai'e generally the lesser of 
750 million gallons or 35% of gasoline purchased by the 
(Company for retail sale. The Company has exceeded the 
minimum required annua! purchases each year and expects 
to exceed the minimum required annual purchase levels in 
future years. 

Contingencies 
Gasoline Store Sites 

The Company acx*rues future costs, as well as records the 
related probable state reimbursement amounts, for remedia¬ 
tion of gasoline store sites where releases of regulated 
substances have been delected. At December 31, 1994 and 
1993, respectively, the Com[)any s estimated liability for 
sites where releases have been detected was $63,424,000 
and $59,153,000, of which $32,924,0(K) and $35,333,000 
is included in deferred credits and other liabilities and the 
remainder in accmed expenses and other liabilities. The 
Company has recorded receivables of $57,246,000 
and $57,532,(XK) (net of allowances of $18,890,(XX) and 
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S12,329,()(K)) for the estimated probable state reimburse¬ 
ments, of which S47,746,(KK3 and S52,238,()00 is i nr I tided 
in other assets and I lie remainder in accounts and notes 
receivable. The Company redut^ed the estimated net envi¬ 
ronmental cost reimbursements at the end of 1994 by 
approximately S6.(KKMXK) as a result of completing a review 
of stale reimbursement programs. The estimated future 
remediation expenditures and related state reimbursement 
amounts could change as governmental requirements and 
state reimbursement programs change in future years. 

The Company anticipates that substantially all of the 
future remediation costs for sites with detected releases of 
regulated substances at I)eceml)er 31, 1994, will l>f‘ inc'urred 
within the next five years. There is no assurance of the 
timing of the receifit of slate reimbursement funds. However, 
based on the Comfiany s experience, the Company expects 
to receive state reimbursement funds within one to four 
years after payment of eligible remediation expenses, 
assuming that the state administrative procedures for pro¬ 
cessing such reimbursements have l)een fully developed. 

Chtmicol Manufacturing Facility 

In December 1988, the Company closed its chemical 
manufacturing facility in New Jersey, As a result, the 
Company is required to conduct environmental remediation 
at the facility and has accrued a liability for this puryiose. 

As required, the Company has submitted a clean-up plan 
to the New Jersey Department of Environmental Protection 
(the "‘Slate”), w liich provides for remediation of the site for 
approximately a three-to-five-year t>eriod as well as contin¬ 
ued groundwater treatment fora projected 2()-year pericKl. 
While the Company has received initial comments from 
the State, the clean-up plan has not been finalized. The 
Company has recorded liabilities representing its best 
estimates of the clean-up costs of $39,254,000 and 
S.38,879,fKK) at December 31, 1994 and 1993, respec¬ 
tively. Of this amount, $34,180.(XK) and $33,795,000 are 
included in deferred credits and other lial>ilities and the 
remainder in accnied expenses and other liabilities for the 
res[)eclive years. 

The closed chemical manufacturing facility was previ¬ 
ously owned l)y a large chemical company. In 1991, the 
(Company and the fomier owner executed a final settlement 
agreement pursuant to which the former ow ner agreed to pay 
a substantial |K)rtion of the clean-up costs. The Company 


has recorded receivables of $23.(X)9,(XX) and S22.8(X),(XX) 
at December 31, 1994 and 1993, respectively, representing 
the fonner owners portion of the clean-up costs. Of this 
amount. $ 19,80(),(XXJ is included in other assets and the 
remainder in accounts and notes receivable for both 1W4 
and 1993. 

15. INCOME TAXES 

As of January 1, 1993, the Company adopted SEAS 
No. I(X), “Accounting for Income Taxes.” There was no 
cumulative effect adjustment ujx)n adoption, and there was 
no effeet on net earnings for the year ended December .31, 
1993. As pennitted, the Company has not restated the finan¬ 
cial statements of prior years. Prior to Januar\ 1, 1993, 
income taxes were recorded using the deferred method spe(‘- 
ified by Accounting Principles Board Opinion No. 11. 
“Accounting for Income Taxes.” 

SEAS No. 109 requires the use of the liability method, in 
which deferred lax assets and lial)ilities are recognized for 
differences between the tax basis of assets and liabilities 
and their reported amounts in the financial statements. 
Deferred tax assets inc lude tax carryforwards and are 
reduced by a valuation allowance if, based on availal)le 
evidence, it is more likely than not that some portion or all 
of the deferred lax assets will not be realized. 

The components of earnings (loss) before income taxes, 
extraordinar) gain and cumulative effect of accounting 
change are as follows: 


Y«ari Dtcvmber 31 


(Dollars in Thousandsi 

im 

1993 

1992 

Domestic* 

S 70.615 

$ 8,795 

8(113.9«)) 

Foreign 

2.881 

(6.375) 



S 7,^496 

* (2,.=i80) 

3(119,949) 
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The provision for income taxes in the accompanying 
Consolidated Statements of Operations consists of the 
following: 


Ytors Ended December 31 


(Dollars in ThotisamLi) 

1994 

1993 

1992 

Current: 

Federal 

S 6,799 

S 2,759 

S 4„560 

Foreign 

8,515 

5,941 

5,411 

Stale 

350 

— 

1,529 


15,664 

8,700 

11,500 

Tax benefit of operating loss 

earry'forward 

(4,164) 

— 

— 

Reduction in valuation allowance 

(:X),000) 

— 

— 


$ (18.500) 

$ 8.7(K) 

S 11,.5(X) 


Reconciliations of income taxes at the federal statutory’ 
rate to the Company’s actual income taxes provided are as 
follows: 

Years Ended December 31 

(fXyllnra iti Tkuasiinda} 1994 1993 1992 

Taxes (benefit) at federal 

statutoiy- rale $ 25 J24 S (903) S(4()ja3) 


State income taxes, net of 

federal income tax benefit 228 — 1,009 

Foreign tax rate difference 1.212 2,232 2,354 

liOss providing no current 

lienefit — — 5,0(>1 

Amort ization of cost in excess 

of lax basis — — 

Difierence in LIFO as a result 

of purchase accounting — — 8,671 


Net change in valuation allowance 
excluding the tax effec t of 
extraordinary items ami the 
cumulative effec't of accounting 
changes (excluding S5.865 of lax 
creciits and other items providing 

no Ijenefil in 1994) (47,943) 4,112 — 

Other 2,279 3,259 11,^X)2 

S(18,5(X)) $ 8,7(X1 Sll,,50(j 


At December 31, 1994, the Company had approximately 
$20,000,()(X) of general business credit carryforw ards, 
$10,800,000 of foreign tax credit carry forw^ards and 


$17,9(X),000 of alternative minimum tax (“AMT”) credit 
carryforwards. The AMT credits have no expiration date. 
The general business credits expire during the period from 
2001 to 2009, and the foreign tax credits expire during the 
period 1998 to 1999. 

The valuation allowance for deferred lax assets 
decreased by $42,078,000 in 1994 due to changes in the 
Company’s gross deferred tax assets and liabilities and the 
realization of a portion of the Company’s net deferred tax 
asset. Based on a one-year projection of taxable income, 
the Company has recognized a portion of its net defended 
tax asset through a $30 million reduction in the valuation 
allowance with $13,861,000 recorded in other current 
assets and the remainder in other assets. Taxable income 
for 1995 was projected by utilizing steady state assump¬ 
tions defined as only inflationary’ increases in sales and no 
increase in gross profit margins. If the Company’s current 
trend of profitability continues, then additional deferred 
tax assets of up to approximately $175 million could be 
recognized in future periods. In 1993, ihe valuation 
allow^ance decreased by $21,817,0(K) due to changes in 
the Company’s gross deferred lax assets and liabilities. 

Significant components of the Company’s deferred lax 
assets and liabilities at December 31, 19^94 and 1993, are 
as follows: 


Yoars Endad D*<tmb«r 31 


(Dollars in Thousands} 

1994 

1993 

Deferred tax assets: 

SFAS No. 15 interest 

$ 125.694 

S 139,831 

Accrued insurance 

.58,514 

58,312 

lax credit canyforwanls 

48,765 

43..562 

Accrued liabilities 

43,890 

57,974 

Compensation and benefits 

34,029 

,33,535 

Debt issuance costs 

15,445 

21.658 

Other 

5.537 

4,055 

Subtotal 

331.874 

358,927 

Deferred tax liabilities: 

Area license agreements 

(92,515) 

(W,932) 

Proy>erty, plant and equipment 

I29,l':r2) 

(:16,751) 

Other 

(5,578) 

( 5,577) 

Subtotal 

(127.285) 

(142,2fX)) 

Valuation allowance 

(174.5119) 

(216,667) 

Net deferred taxes 

S .lO.OlK) 

S 0 
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16. EARNINGS (LOSS) PER COMIMON SHARE 


YMr EndMi DMtmber 31, 1993: 


Prinian earnings (loss) per common share is l)ased on 
net earnings (loss) divided by the weighted average number 
of shares outstanding during each year. The exercise of 
outstanding slock options would not result in a dilution of 
earnings per share. 


17. QUARTERLY FINANCIAL DATA (UNAUDITED) 

Summarized quarterly financial data for 1994 and 1993 
is as follows: 


Y«4ir End«d December 31, 1994t 


f Dollars in Milliorus. 
Except Per-Share Data} 

First 

Quarttr 

Second 

Quarter 

Third 

Quarter 

Fourth 

Quarter 

Year 

Net salt's 

S I,.5l2 

S L720 

S 1,811 

S 1.641 

S 6Xm 

Gn>ss profit 

328 

3% 

420 

396 

l,.540 

Income taxes (Ijeriefit) 

1 

6 

6 

(32) 

(19) 

Nel earnings (loss) 
F’riniary atw! fully 

(8) 

32 

43 

2.5 

92 

diluted earnings 
(loss) per 
<*r>mfiion share 

(.02} 

.08 

,10 

.06 

.22 


The second quarter includes a $4,500,000 recover)' 
on a 1W2 insurance claim. The fourth quarter includes 
$30 million of realized deferred tax benefit (see Note 15), 
$7,405,(KX) of expenses accrued for severance and related 
costs (see Note 8), $7,696,000 of expense related to store 
closings and dispositions of properties, and approximately 
$6,0CK),000 in expense relating to the reduction of estimated 
net environmental cost reimbursements (see Note 14). 


(Dollars in Millions, First Second Third Fourth 

Except Per-Sluire Data) Quarter Quarter QuarUr Quarter Y«ir 


Nel sales 

S 1.582 

$ 1,773 

$ 1.780 

$ 1,609 

16,744 

Gross profi t 

350 

418 

434 

371 

1,.573 

Income taxes 

2 

2 

2 

3 

9 

Eaniings (los.s) 

before extraordinar) 
gain and cumulative 
effect of accounting 
change 

(16) 

19 

22 

(36) 

(ll) 

Nel earnings (loss) 

(33) 

19 

121 

(36) 

71 

Primary and fully 
diluted earnings 
(loss) per common 
share before extra^ 
ordinar)' gain and 
cumulative effect of 
accounting c hange 

(W) 

.0.5 

.05 

{.m 

(.03) 


The first quarter includes $16,537,0(K) of expense result¬ 
ing from the cumulative effect of an accounting change for 
poslenqdoyment benefits (see Note 13). The third quarter 
includes a $98,968,000 extraordinary' gain on redemption 
of debt related to the Refinancing (see Note 9) and a 
$10,3(X),(KK) loss on disposition of the Company’s aviation 
facility (which was subsequently adjusted to a total loss 
of $10,814,000 in the fourth quarter). The fourth quarter 
includes a loss of $42,791,(X)0 related to store closings 
and dispositions of properties, a LIFO credit of $9,051, (MM) 
primarily due to lower cigarette and gasoline prices, and 
$5,989,CKX) of expense resulting from a cost-cutting program 
associated with the Company s 1993 reorganization. 
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Independent Auditors’ Report 


To the Board of Directors and Shareholders of 
The Southland Corporation 
Dallas, Texas 

We have audited the accompanying consolidated bal¬ 
ance sheets of The Southland Corporation and Subsidiaries 
as of December 31, 1994 and 1993, and the related con¬ 
solidated statements of operations, shareholders' equity 
(deficit) and cash flows for each of the three years in the 
period ended December 31, 1994. These financial state¬ 
ments are the responsibility of the Company's manage¬ 
ment. Our responsibility is to express an opinion on these 
financial statements based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable assur¬ 
ance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclo¬ 
sures in the financial statements. An audit also includes 
assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the 
overall financial statement presentation. We believe that 
our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to 
above present fairly, in all material respects, the consoli¬ 
dated financial position of The Southland Corporation and 
Subsidiaries as of December 31, 1994 and 1993, and the 
consolidated results of their operations and their cash 
flows for each of the three years in the period endeil 
December 31, 1994 in conformity with generally accepted 
accounting principles. 

As discussed in Notes 13 and 15 to the financial state¬ 
ments, in 1993 the Company changed its method of 
accounting for postemployment benefits and for income 
taxes to conform with Statements of Financial Accounting 
Standards No. 112 and No. 109, respectively. 


C2 cT«42>yO 

Dallas. Texas 
Febmaiy 23, 1995 



1.1. p. 
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Presiflenl and Ciiief Executive Officer. 
Ilo-Vokado Co., I.ld; 

Clliairmari and Chief Executive Officer. 
Seven-Eleven Japan Co., Ltd. 

JOHN R THOMPSON 

Co-Vi(‘e (Chairman; 
fomierly Chairman, 
rhe Southland Corporation 

JERE W. THOMPSON 

Co-Vice Chairman; 
formerly President and 
Chief Exei utive Officer. 

The Southland Corporation 


MASATOSHl ITO 
Chairman of the Board 

TOSHIFIIMI SUZUKI 

Vice Chairman of the Board 

CLARK j. MATTHEWS, H 
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Chief Executive Officer 
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Executive Vice President, 
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and Secretary* 
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A.K.K. Associates, Inc. 
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ITOCHU International, Inc. 
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Executive Vice Presiilent, 
Corporate Planning, 

Ito-Yokado Co., Ltd. 

TATSUHIRO SEKINE(2) 
Senior Managing Director, 
Finance, 

Ito-Yokado Co., Ltd. 

Compeiii^alion and Benefits Commillee 


DAVID M. FINLEY 

Vice President, 

Human Resources 

STEPHEN B. LEROY 
Vice President, 

Intemational and Real Estate 
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BRYAN F, SMITH, JR. 
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CORPORATE HEADQUARTERS 


Corporate 1 n f o r m a t i o n 


The Southland Corporation 
2711 North Haskell Ave. 

Dallas, TX 75204-2906 
(214)828-7011 

Mailing Address: 

RO, Box 711 
Dallas, TX 75221-0711 

FORM 10-K AND OTHER INVESTOR INFORMATION 

Requests for the Fonn 10-K for the year ended 
December 31, 1994, and quarterly financial infomiation 
should be addressed to the Investor Relations Manager 
at the above address, or telephone (214) 828-7328. 

Annual reports are mailed to all shareholders. Investors 
may receive quarterly information regularly by requesting 
to be put on the company s mailing list. 

A recorded company update can be reached and 
requests for information can be left 24 hours a day by 
calling (214) 828-7587. 

ANNUAL MEETING 

The annual meeting will be held at 9:30 a.m, CDT on 
Wednesday, April 26, 1995, in the Cityplace Conference 
Center at the c ompany s headquarters. All shareholders 
and bondholders are cordially invited to attend. 

AUDITORS 

Coopers & Lybrand L.L.P. 

Dallas, Texas 

COMMON STOCK 


The tables below set forth the high, low and closing bid 
prices for the periods indicated as provided by NASDAQ. 
These quotations reflect inter-dealer prices without retail 
mark-up, mark-down or commission and may not necessar¬ 
ily represent actual transactions. 


PUKE MMCE (BID) 

QUARTERS HIGH LOW CLOSE 


1994 

FIRST $ 6 

SECOND 6 

THIRD 6 

FOURTH 5 

1993 

FIRST $ 3 

SECOND 5 

THIRD 6 

FOURTH 7 


S 3 $ 3 

3 6 

%2 4 5 

4 Va 4 % 


$ 2 S 3 14 

14 3 14 4 ^6 

14. 414 5 14 

% 5 M(. 6 


COMMON STOCK TRANSFER AGENT/REGISTRAR 


Society National Bank 
c/o KeyCorp Shareholder Sei^ices, Inc. 
1201 Elm Street, Suite 5050 
Dallas. Texas 75270 


OTHER SECURITIES 

The following other Southland securities are traded over 
the counter, and reported bond price infonnation (updated 
Fridays) is available by calling the (*ompany s recorded 
message at (214) 828-7,587: 


Firj^l Priority Sriiior SiihordinatcMl Drtifiitiirrs 

Trustee: Soc-iety National Bank 
Corporate Tru.st Division 
127 Public Square, l.5lh Floor 
Cleveland, OH 44114 


Southland s common stock is traded on the NASDAQ 
Small-Cap Market under the ticker syrnbil SLCMC. The 
stock is listed as '‘‘SouldCp h” in the NASDAQ Small-Cap 
chart of most major daily newspapers. There were 3,060 
shareholders of record as of March 3, 1995. 

The Company has paid no dividends on its common 
equity as such payments are restricted by the indentures 
governing its outstanding securities and Southland s senior 
credit agreement. 


\y/y€ Srroiid Priority St’iiior SiilNintiiiatiHl D«‘lH‘iiliire 9 (Serieu A) 
E^riority Si^iiior SulK»nlmal<Ml I>i4>eiiturr!!» (Series B) 
I29f Srroiid Priorily S«*iiior SulMmliiiulcMl DrlM^nliires (Seri«^ C) 
Trustee: The Riggs National Bank of Washington. D.C. 

808 17lh Street, Northwest, 11th Floor 
Washington, DC 20tW) 

r.oinitiofi Sloek Warrants 

Warrant A^ent: Wilniingtoii Trust Company 
Rodney Square North 
1100 North Market Street 
Wilmington, DE 198W 
Attention: Coqiorale Trust Administration 
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IT* l!k.T A I T ivr I A nn I 1 T- W/ !■» ■ i-v 





r. /in u L' 

->i u 1 n r. w u rt i. i) 




UNITED STATES 


STATE/ 

7-ElEViN 

OTHER 




PROVINCE 

STORES 

RETMl 

TOTAl 

Franchised 






Company-operaled 

2.207 

UNITED STATES: 






Arizona 

97 

0 

97 

CANADA 


California 

1.193 

3 

l,19f) 



Colorado 

244 

0 

244 

Company-operated 

461 

Connecticut 

39 

0 

39 


5.630 

Delaware 

27 

0 

27 



District of Columbia 

18 

0 

18 

IICENSED OR OPERATED RY AFFIllATESt^) 


Florida 

447 

0 

‘147 



Idaho 

14 

0 

14 

JaparK^' 

5.809 

Illinois 

141 

10 

151 

Taiwan 

925 

Indiana 

16 

4 

20 

United Slates 

694 

Kansas 

18 

0 

18 

Thailand 

39f> 

Maryland 

327 

19 

346 

Hong Kong 

310 

Massa(*husetts 

34 

2 

36 

Mexico 

213 

Michigan 

98 

0 

98 

Australia 

153 

Mi.ssouri 

87 

2 

89 

Malaysia 

87 

Nevada 

187 

0 

187 

Singapore 

8^1 

New Hampshire 

8 

3 

11 

South Korea 

75 

New Jersey 

203 

0 

203 

Spain 

69 

New York 

222 

0 

222 

Philippines 

66 

North Carolina 

7 

0 

7 

United Kingdom 

51 

Ohio 

15 

0 

15 

Norway 

37 

Oregon 

137 

0 

1.37 

Sweden 

22 

Pennsylvania 

169 

5 

174 

China 

19 

Rhode Island 

9 

0 

9 

Brazil 

14 

Texas 

305 

3 

308 

Puerto Rico 

13 

Utah 

118 

0 

118 

Turkey 

10 

Virginia 

622 

17 

639 

Guam 

9 

Washington 

253 

0 

253 

Denmark 

8 

West Virginia 

25 

4 

29 


- - 

Wisconsin 

0 

17 

17 


9,067 






14,697 

CANADA: 




( t ) The numt)er of framthisetl sinres in<*lu(les 5 locatitHis 

in New 

Alberta 

122 

0 

122 

Y(»rk in which Southland has no real estate interest. The numlier 

Manitoba 

52 

0 

52 

of c'ompany-«|>erated stores in Canada im'ludes 17 hwations in 

Ontario 

114 

0 

114 

which Southlami ha.s no real estate interest. 


British Columbia 

136 

0 

136 

(2) Sales from stf>res ojieratefi hy lit'cnsees oralllliales are not 

Saskatchewan 

37 

0 

37 

in(‘iudcd in S<»uthlands “Net Sales." Royalties from 1 

icensees 

TOTAL 

5,541 

89 

5,630 

anri equity in affdiates are included in “Other Income." 





(3) The 7-CIeven licensee in Japan. Seven-Eleven Japan 

Co., t.tfi.. 

All nunil>ers as of I)efeml)er 31. 

19<M 



and its |)arenl company, Ito-Yokado Co., Ltd., jointly 

own lYG 





Fhilding Company, which owns approximately 64% of 





Southland s common slock. 
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